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..-.in which it buys enough pumps to 


“$3,700 a year! That’s what our $2,190 Monroe Accounting Machine 
saves us in accounting costs,” says Bruno F. Farinelli, President, Bromley 
Fuel Service Co., Trenton, N. J. “This money provides pumping appara- 
tus for new loading stations so that we can load our trucks 3 times faster. 
Also, our Monroe automatically forecasts each customer’s next delivery 
date by degree days as it prepares his statement.” 


Lower accounting costs, additional growth money, extra information — 
Monroe owners enjoy all these benefits and more. Why not 


give your business a boost with Monroe Machine _ 
Accounting? Prices start at $750! - 


triple oil loading speed! 


*That’s what people are calling their 
Monroe Accounting Machines. Reason: 
Monroes save money by lowering your account- 
ing costs... make money by freeing capital for 
your business to grow on. 


7-~~——FREE CASE HISTORIES ---~> 


Learn how Monroe Machine Accounting 
earns more growth money for companies 
like yours. Write: 
Accounting Machine Dept. 16 
Monroe Calculating Machine Company 
Orange, New Jersey 


See the MAN from MON ROE 


(8 A DIVISION OF LITTON INDUSTRIES @ 6 DATA 


for CALCULATING 
ADDING e¢ ACCOUNTING 
PROCESSING MACHINES 


Monroe Calculating Machine Company, Inc., Sales and service in principal cities everywhere. General offices, Orange, N. Js 
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Editorial material in THE CONTROLLER is 
selected in accordance with the following: 


CONCEPT OF MODERN CONTROLLERSHIP 
of Controllers Institute of America 


1. To establish, coordinate and admin- 
ister, as an integral part of management, 
an adequate plan for the control of opera- 
tions. Such a plan would provide, to the 
extent required in the business, profit plan- 
ning, programs for capital investing and 
for financing, sales forecasts, expense budg- 
ets and cost standards, together with the 
necessary procedures to effectuate the plan. 


2. To compare performance with operat- 
ing plans and standards, and to report and 
interpret the results of operations to all 
levels of management and to the owners of 
the business. This function includes the 
formulation and administration of account- 
ing policy and the compilation of statisti- 
cal records and special reports as required. 


3. To consult with all segments of man- 
agement responsible for policy or action 
concerning any phase of the operation of 
the business as it relates to the attainment 
of objectives and the effectiveness of pol- 
ities, organization structure and procedures. 


4. To administer tax policies and pro- 
cedures. 


5. To supervise or coordinate the prepa- 
ration of reports to governmental agencies. 


6. To assure fiscal protection for the as- 
sets of the business through adequate in- 
ternal control and proper insurance cover- 
age. 


7. To continuously appraise economic 
and social forces, and government influ- 
ences, and interpret their effect upon the 
business. 
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HOW DO YOU MEET THIS PROBLEM? 


Editors, THE CONTROLLER: 

I have read with interest the article 
“Current Pension Problems and Inflation” 
by Clifford R. Simms of the Wyatt Com- 
pany in the April issue of THE CoNn- 
TROLLER. 

In the last paragraph of that article, 
Mr. Simms states: 


With respect to capital gains, it is clear, 
of course, that if inflation produces higher 
wages which in turn causes higher pension 
benefits and higher costs for said pension 
benefits, then capital appreciation as well 
as improvement in yield presents an avenue 
of the meeting of such higher pension cost. 


Recently, emphasis has been placed on 
the necessity of investing in equities in 
order to secure capital appreciation to 
meet rising pension costs. However, with 
current stock yields at a level below those 
of bonds, it would appear that steps 
should be taken to take into consideration 
to some extent unrealized capital depre- 
ciation in order to hold down the level 
of annual pension contributions and costs. 


This runs contrary to the usual reluctance 
of the accounting profession towards un- 
realized gains. Many of your readers may 
be interested in having Mr. Simms and 
others comment concerning any actuarial 
or accounting techniques which have been 
devised to meet this problem. 


W. E. FALCONER 
Gillette of Canada Limited 
Montreal, Quebec, Canada 


LITTLE BOUQUETS .. . 


“I wish to take this opportunity to say 
that I enjoyed reading your penetrating 
review of ‘Higher Education for Busi- 
ness’ by R. A. Gordon and J. E. Howell 
and ‘The Education of American Busi- 
nessmen’ by Frank C. Pierson and Others 
in the March 1960 issue of THE CON- 
TROLLER. —DHL 
“. . . The comptroller of GSA presently 
subscribes to THE CONTROLLER and finds 
the material helpful and stimulating.” 
—SO 





60 East 42nd Street 
New York 17, New York 





Free Booklet 
Tells How Effective Paperwork Control 
Can Save Your Company Money 


Your company can easily save money through a well planned pro- 
gram of paperwork control. The Frank M. Knox Company has 
successfully proved that soaring office costs can be reduced by an 
integrated program— initiated and backed by management. See for 
yourself how these Knox techniques—proven for over 27 years in 
scores of firms—can help you achieve lasting paperwork control. 
Send for your free copy of “Paperwork Problems”, today. 


The Frank M. Knox Company, Inc. 
Management Consultants 


1405 East 6th Street 
Cleveland 14, Ohio 





CONTROLLER JOB CATEGORIES 
Editors, THE CONTROLLER: 


Some time ago in an article in Tur 
CONTROLLER, I saw a summary of the 
various titles of the members of the Ip. 
stitute (how many were vice presidents, 
controllers; how many were treasurers, 
etc.). I wonder if you could send me a 
copy of that tabulation, please ? 


RoBERT S. BELL 
Duff-Norton Company 
Pittsburgh, Pa. 


“Controller job categories” based on 4 
survey made by Controllers Institute Re- 
search Foundation to members (response 
approximately 70%) appeared in the Octo- 
ber 1958, December 1958 and February 
1959 issues of THE CONTROLLER. These 
articles make up a 24-page reprint entitled 
“Profile of the Corporate Controller” avail- 
able for $1.25 each. —The Editors 


“ENJOY AND PROFIT. . .” 


Editors, THE CONTROLLER: 

I have read with considerable interest 
Frank S. Capon’s article, ‘‘Essentials of 
Corporate Planning,” in the May issue of 
THE CONTROLLER. Possibly its appeal 
stems from the fact that he stresses much 
of the thinking that has gone into our 
own corporate planning activities; how- 
ever, I do think the article is exceptionally 
well done and that our management peo- 
ple would enjoy and profit from reading 
his very able presentation. 


PALMER W. HANCOCK 
Owens-Illinois 
Toledo, Ohio 


TUCK SCHOOL PUBLICATION 


Editors, THE CONTROLLER: 


In ‘Research Notes” in the February 
1960 issue of THE CONTROLLER, you 
make reference to a booklet published by 
the Amos Tuck School of Business Ad- 
ministration entitled ‘‘Evaluating Research 
and Development: The Segmental Ap- 
proach.” I am interesting in obtaining a 
copy of this booklet. Can you, perhaps 
“steer” me in the right direction? 


SAM C. MELILLI 
American Machine & Foundry Company 
Stamford, Conn. 


This booklet designated as Tuck Bulletin 
22 is available free of charge from the 
Amos Tuck School of Business Adminis- 
tration, Dartmouth College, Hanover, N. H. 
—The Editors 

(Continued on page 258) 





DO YOU AGREE or do you dis- 
agree with an article in this month's 
issue? Your fellow readers will be 
interested. Naturally, letters to the 
editor must bear the writer’s signa- 
ture and address; these will be 
withheld on request. The Editors 
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New from Royal Precision... RPC-9000 





THE LOWEST-PRICED COMPLETE DATA PROCESSING 
SYSTEM ON THE MARKET TODAY! 


Economical design: The new, completely-transis- 
torized RPC-9000 is designed for serial mode of 
operation. This feature utilizing magnetostrictive 
delay lines for high-speed memory permits great 
reduction in original equipment costs. Tape trans- 
ports using continuously revolving loops of mag- 
netic tape rather than “start-and-stop” techniques 
further cut initial investment. 


Efficient operation: The RPC-9000 processes data 
“in line.” Data are accepted in random order, and 
all affected records are automatically updated in a 
single uninterrupted sequence of operations. No 
batching or sorting is necessary. Data are recog- 
nized by content, not location. This eliminates the 
need for location codes, and allows efficient utili- 
zation of storage capacity. Eight separate records 
are searched simultaneously. Completely buffered 
input-output permits simultaneous operation of all 
system components. 


Tailored to your needs: With the RPC-9000 you 
buy the exact amount of data processing you re- 
quire. Start with the basic system—computer, tape- 





typewriter, magnetic tape storage unit. Then, as 
your volume grows, you can add high-speed paper- 
tape punches and readers; punched card readers; 
line printers; additional tape typewriters; more 
magetic tape cartridges; more internal memory. 
You can operate up to 30 of these devices at the 
same time. 


Economical in use: The RPC-9000 is designed for 
ease of operation and maintenance. It uses power 
from any ordinary wall outlet, requires no air con- 
ditioning or site preparation. This low-cost system 
will perform the full range of your data processing 
needs. See your nearby Royal McBee Data Process- 
ing Systems Sales Representative without delay, or 
write to the address below for comprehensive 
brochure. 


@- Royal Precision Corporation 


Royal Precision—producers of the LGP-30, the RPC-4000 and the 
RPC-9000—is jointly owned by the Royal McBee and General Pre- 
cision Equipment Corporations. Sales and service are available 
coast-to-coast, in Canada and abroad through Royal McBee Data 
Processing Offices. 

















MARKETED BY ROYAL MCBEE, DATA PROCESSING DIVISION, PORT CHESTER, N. Y. 


If you have sales ability, and are interested in electronic data processing contact your nearest Royal McBee Data Processing Office, 
or write Sales Administration Director, Royal McBee Corporation, Port Chester, New York. 





° : COORDINATED EDUCATION 
Editors, THE CONTROLLER: 


As you can well appreciate, we have 
been giving serious attention to the two 
reports on business education, reviewed in 
“Paging the New Books,” in the March 
issue of THE CONTROLLER (“Higher 
Education for Business” by R. A. Gordon 
and J. E. Howell; “The Education of 
American Businessmen” by Frank ¢. | 
Pierson and Others). 

The paragraph on page 146 expresses 
a strong conviction that I have had for 
some time. I would like to see the con- 
trollers officially move in this direction by Dt 
means of some well-planned efforts. 
These efforts would be most effective if 
coordinated with the American Account- 
ing Association and the American Ip- 
stitute of Certified Public Accountants, 
The paragraph to which I refer is as \V 
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We can help you cut your data processing costs, and in ON THE AGENDA con 
many cases produce more and better information besides PRY ap cee cont 
— Payroll preparation — Sales Analyses — Insurance ight. eee leng 
‘ foe . It is requested this office be permitted vide 
Accounting and Statistics — Research Tabulation, any, to reproduce an article entitled “The Ac [bre 
or all of these are made short work of by our “mine” countant’s Interpretive Job—How Far ‘ok 
of MACHINES, MANPOWER, METHODS. Should It Go?” by Charles H. Griffin | of t 
This claim is staked upon the fact you only pay which appeared in the February 1960 | a g 
for actual time per application, costs are known in issue of THE CONTROLLER for use in oat 9 subj 
sacar |-sgiasiaii: deinta tats aimee iii forthcoming Regional Comptrollers’ Con- 
atin . ference. One of the subjects on the WH 
: : : : agenda will be financial reporting. 
Proof of claim will be gladly supplied to companies S. ORKIN we 
large or small without obligation. Telephone, or Assistant Comptroller, Reports ; 
write Dept. C-4 for a representative. General Services Administration 1. 
Washington, D. C. mini 
men 





RECORDING & STATISTICAL oo oper 


| Edztors, THE CONTROLLER: 


CORPORATION | We have been engaged by the Railway plan: 








| 
CBRE and 
Executive Offices: 176 Broadway * New York 38, N. Y. Systems and Procedures Association t0 J jy, 
conduct a training course in office systems Pity 
Operating a nationwide system of regional service bureaus for data processing and procedures work. In connection with i 
this we would like to reproduce an article r ra 
which appeared in the March 1960 issue ee 
of THE CONTROLLER entitled “How f “tt 
ee ee Work Measurement ‘Cliches’ Cut Clerical and 
Costs.” May we have your permission to shy 
do this ? tnd 
New York: 100 Sixth Ave., New York 13, N. Y. WOrth 6-2700 R. H. McVay of a 
Boston: 566 Atlantic Ave., Boston 5, Mass. Liberty 2-5365 A. T. Kearney & Company of st 
Chicago: 223 W. Jackson Bivd., Chicago 6, Ill. HArrison 7-7357 Chicago, Ill. as re 
San Francisco: 560 Sacramento St., San Francisco 11, Cal. EXbrook 2-4341 Reprints of the article by Robert A. Miller 3, 
Montreal: 407 McGill St., Montreal, Canada. Victor 2-3831 are available at 40c each. Address Reprints, mana 
Toronto: 439 Wellington St., W., Toronto, Canada. EMpire 3-4951 THE CONTROLLER, Two Park Ave., New York acti 
16, N. Y. m 
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Today’s Challenges to the Controller 


Dudley E. Browne 


HILE THERE ARE SEVERAL WAYS to 
i ececach this subject, I intend to 
start with the view that the word ‘‘con- 
troller’ denotes a practitioner of what 
Controllers Institute defines as “‘control- 
ership,” and that today’s challenges re- 
late to the function of controllership. To 
ensure that we have a common starting 
point, I shall seek to unify our compre- 
hension of the term, controllership. Then 
I propose to deal with those challenges 
in four broad groups which I have identi- 
fied as internal, in the sense they are re- 
lated to the controller’s employing organ- 
ization; internal but outside the field of 
controllership; external challenges to the 
controllership function; and finally, chal- 
lenges facing the controller as an indi- 
vidual. The contents of each of these four 
breakdowns is neither as finite nor as ex- 
clusive as might be desired. The import 
of the topical breakdown is solely that of 
a guide to orderly presentation of the 
subject. 


WHAT IS CONTROLLERSHIP? 


The Institute’s concept of the function 
of controllership is: 


1. To establish, coordinate, and ad- 
minister as an integral part of manage- 
ment, an adequate plan for the control of 
operations. Such a plan would provide, to 
the extent required in the business, profit 
planning, programs for capital investing 
and for financing, sales forecasts, expense 
budgets and cost standards, together with 
the necessary procedures to effectuate the 
plan. 

2. To compare performance with op- 
erating plans and standards, and to report 
and interpret the results of operations 
to all levels of management and to the 
owners of the business. This function in- 
cludes the formulation and administration 
of accounting policy and the compilation 
of statistical records and special reports 
as required. 

3. To consult with all segments of 
management responsible for policy and 
action concerning any phase of the opera- 


Among the challenges: Self-preparation, 
standardization of financial accounting 
methods, better measurement of productivity 


Labor 





XS 





"Ownership J 


tion of the business as it relates to the 
attainment of objectives and the effective- 
ness of policies, organization structure, 
and procedures. 

4. To administer tax policies and pro- 
cedures. 

5. To supervise or coordinate the prep- 
aration of reports to government agencies. 

6. To assure fiscal protection for the 
assets of the business through adequate 
internal control and proper insurance 
coverage. 

7. To continuously appraise economic 
and social forces and government in- 
fluences, and interpret their effect upon 
the business. 


I do not think it necessary to further 
explain these seven functions; if they 





DUDLEY E. BROWNE, who has served as director at large, 
chairman of the Board of Directors, and president of Con- 
trollers Institute, is vice president-finance of Lockheed 
Aircraft Corporation, Burbank, California. He holds a B.A. 
degree in Economics (1934) from University of California at 
Los Angeles and is a CPA. He is a past president of the 
Los Angeles Control of CIA and of the Los Angeles Chapter 
of NACA; he is a member of AICPA and AAA; on the Ad- 
visory Board of the International Accountants Society, Inc., 
and a trustee of Controllers Institute Research Foundation. 


seem to require more explanation, how- 
ever, may I commend for your reading, 
or re-reading, Past President James L. 
Peirce’s monumental contribution to the 
understanding of controllership—the six 
articles published in THE CONTROLLER 
from 1952-57 listed on page 263 of this 
issue. They deal individually with the 
function of controllership from many 
aspects and collectively serve to give a 
deep understanding of the function. 


THE SCOPE OF CONTROLLERSHIP 

We who practice controllership are, or 
should be, aware of its broad content and 
of its utility in the sense of serving those 
in management whose task is to plan, 
measure, and control. But have we really 
understood our managerial role? 

The function of controllership em- 
bodies specialized knowledge in a variety 
of seemingly diverse fields. It includes 
accounting—both general and cost, fore- 
casting, budgeting, systems planning, 
data processing, taxes, insurance, internal 
auditing, and, in many cases, office man- 
agement. 

These elements of controllership are, 
in most cases, represented by separate 
professional associations. A partial list 
includes, in addition to Controllers In- 
stitute of America: 
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The America Institute of Certified Public 


Accountants 
American Management Association 
National Association of Accountants 
National Society for Business Budgeting 
Systems and Procedures Association 
National Machine Accountants Association 
Institute of Management Sciences 
Association of Computing Machinery 
Operations Research Society of America 
Society for the Advancement of Manage- 
ment 
Tax Executives Institute 
National Society of Insurance Manage- 
ment 
The Institute of Internal Auditing. 


Since practically all the individual 
components of controllership have their 
own professional associations, we should 
investigate what controllership does: 
What is its additive or differential char- 
acteristic? The sole distinction, I believe, 
is found in the concept of managership 
in that the controller is an integral part 
of top management. Such a position has 
two significant connotations. The con- 
troller, on one hand, has the responsibil- 
ity of organizing, staffing, and ensuring 
the performance of these specialties and 





of integrating them into a cohesive group 
that can meet the needs of management. 
On the other hand, he has the responsi- 
bility of sensing where, in the area of 
management, the functions of controller- 
ship may be of use. The controller must 
have enough intimate knowledge of the 
components of his function to fashion 
them into a controller's team, and enough 
managerial capability to do it successfully. 
The controller must be such an integral 
part of management as to maximize his 
awareness of its scope of operations and 
the contributions which controllership 
can make to managerial performance. 


THE INTERNAL CHALLENGES 


In the area of today’s challenges, the 
first relates to internal challenges within 
the function of controllership. The use of 
the term “‘internal’’ is meant to limit 
them to those challenges within the con- 
troller’s employing organization. 

In this area, I will rely upon a summary 
of the remarks made by John T. Garrity 
of McKinsey & Company before the No- 
vember 1959 meeting of the Boston Con- 
trol. He stated that, in his opinion, the 
controller of today is 7 practice further 


CONTROLLERSHIP’S BROADENING HORIZONS 
SEEN IN FINANCIAL VICE PRESIDENTIAL GROWTH 


A trend of apparent significance to corporate controllers 
and financial officers appears visible in connection with a 
recent review of corporate titles of members of Controllers 


Institute of America. 


Of its total (5158) membership, the Institute has 4698 
in the active classification. Of these, 2182 have the title of 
“controller,” solely or combined with other titles (approxi- 
mately 46.5%). The title of ‘‘treasurer,” solely or com- 
bined with other titles, is held by 672 members (13%) 
and ‘‘vice president,” solely and with other titles, totals 506. 

Of particular interest, however, is the growth in recogni- 
tion of the over-all corporate finance function: 

A decade ago, the Institute’s Membership Directory car- 
ried no listing of a member with the title “vice president- 


finance.” 


In 1956, 74 members held that title. 

On April 29, 1960, when the recent survey was com- 
pleted, a total of 176 members held the title of vice pres- 
ident-finance, or similar responsibility. 

In the intervening month, prior to press deadline of this 
issue of THE CONTROLLER, that figure had risen to 187. 

The Institute has further noted the growth in numbers 
of its members who hold the title of “president” or ‘board 
chairman” or ‘‘executive vice president” and this, too, has 
grown from 75 in 1949-50 to 235 in 1960. 
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away from actually living up to the cop. 
cept of controllership than he was, say, 
ten years ago. 

As evidence of this, he cited the cre. 
tion of executive positions, independent 
of the controller, responsible for the plan. 
ning, controlling and the interpretive 
functions which are so prominent in our 
concept of controllership. He additionally 
observed the number of times in which 
his firm, working to strengthen its client's 
information structure, found itself deal. 
ing not with the controller, but rather, 
a manager of corporate planning, a dj. 
rector of management information, or an 
assistant to the president. 

He attributed this development to in. 
active controllers who were not doing 
their job, primarily because they were not 
followers of the Institute’s concepts, or, 
to active controllers who, though beliey. 
ing in the Institute concept of control- 
lership, had failed to serve management's 
needs because of one or more of five 
deficiencies. These Mr. Garrity listed as; 


1. Preoccupation with financial reports; 

2. Accounting orientated rather than 
operations orientated ; 

3. Spotlighting “‘line”’ 
than programs; 


items 


4. Failure to look beyond the year; 


and, 


5. Concern over accounting niceties 


rather than management's needs. 


Mr. Garrity suggested the way out of | 


these shortcomings was to: 


1. Determine specifically those factors 
which control company success and, as a 


consequence, need to be planned and | 


controlled ; 

2. Determine how each such 
should be planned and controlled; 

3. Block out the types of analyses 
needed to test plans for “commercial 
sense and consistency”; and 

4. Develop a planning and control 
structure which provides all the key 
planning and control information te 
quired—both financial and nonfinancial 
—in terms meaningful to corporate man- 
agement. 


Mr. Garrity’s accusation in simple 
terms is that too many controllers are 
failing to serve management's needs for 
planning and control information because 
these controllers are too preoccupied with 
the pieces rather than with concern over 


the whole structure. This isa serious chal- 
lenge and we are indebted to Mr. Garrity | 


for giving substance and expression to 


fears which many of us had already be 


gun to sense. 

To deal with these challenges, we must 
recheck our own personal adequacy. Aré 
we, and our supporting staffs, knowledge. 
able enough about modern controllership 
to do the job required? If not, you know 
what must be done to close the gap. We 
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can, if we desire, question the validity of 
the tools available to do the job required. 
From my own standpoint, I would not 
waste too much time here. Only in a few 
exceptional cases do there exist situations 
where management’s desires, as opposed 
to needs, have uncovered blank spots in 
the controller's tool kit and, even where 
needs and desires are synonymous, exist- 
ing methods can usually be expanded to 
do an acceptable job. In essence, we have 
either a controller who lacks the man- 
agerial skill necessary to properly struc- 
ture his own organization, or who is not 
enough of a member of the management 
team to identify those areas of manage- 
ment where the controllership function 
can make a contribution. 

Except for not being a member of the 
management team, the opportunity for 
improvement is clear. Study and self- 
improvement through participation in In- 
stitute affairs can well be the answer. 
Organization authority comes _ easiest 
when based upon knowledge as opposed 
to position. A poorly equipped controller 
can do little either to sell his talents to 
management or to apply his talents to 
managerial problems. 

Concern over the controller who is not 
a member of top management takes us 
into the next topical breakdown, internal 
challenges beyond the controllership func- 
tion. This perhaps might better be de- 
scribed as the challenge of management 
attitude. 


THE CHALLENGE 
OF MANAGEMENT ATTITUDE 


For a variety of reasons, our combined 
efforts to advance controllership seem to 
assume a favorable management attitude 
for such a development. Yet, in actual 
practice, this is usually far from being 
the truth. Many managements do not con- 
sciously plan and, lacking this, have no 
basis for control. Managerial skills run 
the gamut of performance. The best 
equipped controller has, at best, an up- 
hill battle in a poorly run company and 
a poorly equipped controller may have a 
bed of roses in a well-managed company. 
A favorable management attitude is prob- 
ably the most important element contrib- 
uting to successful controllership. We say 
little or nothing about it; yet, in the face 
of a poor management, we can but add 
our shoulders to the task of improving 
their skills or bide our time awaiting 
change. One thing is sure; other than by 
femoving our own presence, we have to 
live with our managements and whatever 
skills they possess. 

The concept of controllership cannot 
be nurtured in a Management vacuum. It 
needs the wholehearted support of man- 
agement by the development of an over- 
all framework of conscientious effort to 
plan and control, through the process of 
objective or goal-setting long- and short- 


range plans and budgets. These cannot 
be done alone with respect to one com- 
pany. Intelligence with respect to eco- 
nomic climate, governmental actions, 
customer’s needs and abilities to buy, and 
probable actions of competitors are basic 
ingredients of any planning action. 
Here, we have one of the real chal- 
lenges to controllership. Management 
antipathy to planning may take a variety 
of forms. There may be outright resist- 
ance to the concept, or, there may be pas- 
sive acceptance of the idea of planning. 
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In this case, the various steps and the staff 
work necessary for planning will be done, 
but the managerial decisions necessary to 
adopt the plan will not be taken. 

My suggested approach to this situa- 
tion is to advance one step at a time. 
There is so much to be learned in this 
field, both by management and the con- 
troller, that the start is the important 
thing. Only by this step can experience be 
gained. One must work out goals, long- 
range and short-range plans, to become 
adept in this area. Objectives, though 
necessary, are seldom reached and are in 
many cases changed. Long-range plans 
are re-evaluated and reconstructed con- 
stantly to give effect to changing condi- 
tions. Few of us have really experienced 
even an apprenticeship in this area. 

If you doubt the extent of the work 
lying ahead of managements who would 
indulge in long-range planning, or sense 
it—but want to see it detailed—tread the 
article by George Steiner, director of the 
Division of Research, Graduate School of 
Business, U.C.L.A., appearing in the Fall 
1959 California Management Review on 
“What We Know About Using Long- 
Range Plans.” After recording what we 
know, nine problem areas requiring 
further study are listed. These include, 
for example, the need to integrate short- 
and long-range plans; the need for co- 
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ordinating top levels of planning; the 
conflict between the need for greater par- 
ticipation in planning and the need for 
secrecy; and, the need for quantifying 
long-range goals. 

We who are practitioners of controller- 
ship well know the myriad problems of 
dealing with management. Yet our litera- 
ture seldom covers this point and I sus- 
pect it never will. Few of us, for ex- 
ample, will have the foolhardiness to 
suggest our own management is poor, our 
chief executive is a lousy manager, or our 
vice president of sales is a pompous fool! 
Yet, we have such problems and we need 
the guidance of our peers who have faced 
similar circumstances and have achieved 
a record of success. 

To my way of thinking, these areas 
must be faced in small discussion groups 
or seminars of our members. We must 
have a wholesome exchange of ideas and 
experience in dealing with our manage- 
ment counterparts. Development of case 
studies through our research arm, Con- 
trollers Institute Research Foundation, 
would be of help. We will not acquire 
this necessary ingredient of controller- 
ship in the spotlight of publicity. This 
challenge then becomes a challenge to our 
Institute programming to do more to 
disclose the practical aspects of selling 
and gaining acceptance of the controller- 
ship concept. 


THE CONTROLLER AND “SPECIALTIES” 


The controllership function faces two 
other challenges internally, but on the 
outside of the function, in that they are 
developing specialties that must be housed 
organizationally. These are the functions 
of administrative systems and of data 
processing, which I shall here group. In 
too many instances, these functions are 
being housed outside the controller’s or- 
ganization. When they are so placed, I 
suggest that it is either because line man- 
agement has abdicated its responsibility 
for planning and controlling its work, or 
these new functions have usurped the 
area which is rightfully that of line man- 
agement. It matters not which, for the 
result is the same. These are part and 
parcel of the function of planning and 
controlling as we controllers view it. Not 
that the controller must do it, but rather, 
in the sense that the controller provides 
the tools and the framework for those 
who would plan and control. The con- 
troller who lets these functions be housed 
outside his organization has surrendered 
a vital part of his function. 


THE EXTERNAL CHALLENGES 


In the field of external challenges to 
the controllership function, I will briefly 
cite four areas. 
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The first of these relates to the new 
research effort by the American Institute 
of Certified Public Accountants in the 
field of postulates, principles and pro- 
cedures as related to financial accounting. 
The goal of the program is to reaffirm the 
basic postulates of financial accounting 
and, against this background, to structure 
the related principles and procedures in 
a manner that hopefully will bring about 
more standard reporting and less alterna- 
tive methods of treatment. Viewed in the 
extreme, it can be regarded as the sociali- 
zation of financial accounting. Viewed on 
a more constructive basis, it can be re- 
garded as a step to gain better under- 
standing of the subject. The point is that 
research reports on this subject are to be 
issued and they should have the attention 
and comment of controllers individually 
and collectively. We have the responsibil- 
ity for the preparation of reports to share- 
holders and we had better set our stage 
to take a hand in the determination of 
how this is to be done. 

The second challenge concerns us as 
members of top management representing 
the financial function-of the business. As 
matters have developed, those who per- 
form the purest concept of treasury func- 
tions, the handling of cash, procuring of 
capital, financial relations and the exten- 
sion of credit are, usually, equally mem- 
bers of management and aspirants for 
the position which finds increasing use— 
vice president of Finance. Under either 
marrow or reasonable interpretation of 
our rules of admission to the Institute, we 
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would exclude these pure treasurers from 
our membership. Is this what we want? 

The Institute’s Planning Committee is 
working on this question now. When its 
deliberations have reached the stage of a 
report, embodying recommendations to 
the Board of Directors, I urge your open- 
minded and objective consideration of 
their work. 

A third area of concern is our func- 
tional relations with our ever-burgeoning 
Federal Government. It matters little 
whether we face the Government as a cus- 
tomer-contractor, a taxpayer, of as an 
entity subject to its policing powers. In 
every area I sense either or both a desire 
by government personnel to expand the 
area of government control over business 
or, where such already exists, the advance- 
ment of interpretations which are most 
opposed to the good health of business 
generally. The situation is clear, but I’m 
not sure what has caused it. The gulf 
between business and government is in- 
creasing—not lessening. 

We who are controllers do make a con- 
tribution by returning to principles, as 
opposed to materialism, in our relations 
with the Government. In instance after 
instance where we sense the Government 
is wrong and we are right, we buy our 
way out. In so doing, we advance the 
power of government and lessen the 
strength of business. Ours is a system of 
self-government. We must bring our 
extremes into harmony with existing 
facts. But, where we are subject to what 


This Survey Answers Your Questions 


How many executives report directly to control executives? 
For what functions is the control executive responsible? 
Where are control executives’ responsibilities stated? 
What is his educational and training background? 

What is the typical control executive’s age? b 


How big is the control executive’s department? 

What is his employment and experience background? 

To whom is the control executive directly responsible? 

On what management committees do control executives serve? 
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in many cases is nothing more than goy.” 
ernment blackmail, we must not seek the” 
easy way out by simply saying it is cheaper | 
for the shareholder. We must, even if t= 
means greater expense, challenge these” 
unwarranted administrative excursions” 
into expanded areas of control and seek” 
to lessen their import. 4 

The final external influence is that of 
labor. Despite the enormity of the subject 7 
and its obvious associations of thoughts” 
on inflation, control of government,” 
featherbedding, etc., I will single out™ 
only one point for comment. Over and 7 
over again, we hear references to im 
creased productivity and labor's attempt} 
to secure its share of such gains, J 
suspect most of us believe that such gains 7 
are subject to quantitative measurement, | 
Further, we suspect that such gains can 
be broken down to those attributable to 
labor and capital. But do we know? If 
we controllers are, in truth, charged with 
measuring the results of our business, 
what are we doing about this vital sub- 
fect? 


























THE PERSONAL CHALLENGE 


As a start, I would suggest that Con- 
trollers Institute Research Foundation de- 
velop a bibliography on the subject so 
that those of us who are prepared to deal 
with the matter now may make a modest 
start. As a second step, I would suggest 
a further research project designed to 
synthesize and present the best thinking 
on the measurement of productivity. Per- 

(Continued on page 266) 
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citing more than 100 items. 
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BACKING 


... In design 


Proper card design can improve card- 
handling, speed and accuracy, reduce 
card consumption, and contribute 
greatly to the economy of your data 
processing operations. 


To assist you in devising the right 
card format for each and every job, 
IBM maintains a nationwide network 
of Card Design Centers. The skilled 
personnel at each Center are thor- 
oughly familiar with IBM’s tremen- 
dous selection of standard and spe- 
cial cards, card sets, continuous 
forms, checks and special card fea- 
tures. This experience and know-how 
are at your disposal—to aid in the 
economical development of your own 
design ideas, to recommend existing 
formats where applicable, and to cre- 
ate entirely new designs tailored spe- 
cifically to your needs. Additional 
design assistance is available through 
IBM’s Sample Card Center, where 
thousands of actual card formats are 
on file, by industry and application. 
From sample cards, sent on request, 
you can study and profit by the ideas 
and the experience of others who 
have successfully solved card design 
problems similar to your own. 


The IBM card is backed by QUALITY 
and SERVICE, too. Through its 
nationwide network of Card Plants 
and Warehouses... through its man- 
ufacturing experience and quality 
control, which are unparalleled in 
the industry ... and through its Sup- 
plies Specialists and Sales Represent- 
atives, who know both card and ma- 
chine requirements... the purchaser 
of IBM cards enjoys the finest in 
product performance and service. 


This special backing makes the IBM 
card a value unsurpassed in the 
industry ... and represents one more 
example of the way IBM helps you to 
enjoy Balanced Data Processing. 


SUPPLIES 








haps I'm off in the wilderness, but if you 
agree, let yourself be heard. 

Finally, I come to the matter of per- 
sonal challenge. Here, I hope you have, 
on some occasion, heard a recording of 
one or more of the poems recited against 
a musical background such as: ‘What is 
a Girl?” “What is a Boy?”—or “What 
is an Indian?” One of my associates in 
our public relations department, upon 
my request, produced the following, en- 
titled ‘“What Is a Controller?” I hope you 
will like it.* 

The point to this is to encourage the 
controller to look at himself and his per- 
sonal accomplishments. In terms of per- 


sonal values, what have you achieved in 
knowledge, truth, beauty, goodness and 
faith, the essential elements of a good 
life? How long has it been since you re- 
examined and affirmed your, and your 
family’s objectives? If you believe, as I 
do, that happiness is made and _ not 
found—and is contained in liking what 
you do as opposed to doing what you 
like—you will find it an interesting ex- 
ercise. Put your own life through the 
controllership approach: Identify your 
objectives, make your long- and short- 
range plans. In doing so, I’m sure you 
will heighten your sense of purpose and 








will be able to obtain a sense of daily ac. 
complishment rather than frustration. 

Now, to recapitulate, we've covered 
what is a controller; we’ve looked at to. 
day’s challenges from a variety of view. 
points—internal, within and without the 
function; we've covered four external 
challenges; and, we've looked at a per- 
sonal challenge. We should be in agree. 
ment on what is a controller. We may be 
in agreement on what are today’s chal. 
lenges. We probably disagree on how 
to face them. But, since we cannot avoid 
them, I hope I have given you some help 
in how to approach them and reduce 
them to a manageable proportion. 





He’s a man with a heart of pure granite and dollar signs 
etched into his eyeballs. 

His soul is a dreary compost of ledger sheets, and his 
head is wired to move in one plane only—back and forth 
in the slow but certain finality that says, “no.” 

He is not impressed by the fact that your latest product 
idea will bring new happiness to untold thousands of con- 
sumers or save the world from atomic annihilation. What 
he wants to know is, ‘Wall it make a profit?” 

You tell him you have discovered the fountain of youth 
or a new antigravity device or a sure cure for mental illness, 
and what does he do? 

He looks at you as though the men with the butterfly nets 
will pick you up any minute and observes, in carefully 
modulated tones, ‘““We'll lose our shirts!” 

In a world where some of us still respond to the first 
crocus or the sound of the turtle, he wages constant war 
against human emotion and the frailties of the human 
heart in the interest of corporate solvency. All he wants is 
for the company to make money. 

Does he ever make any money? Not on your life. He 
doesn’t make money—he saves it. And he saves it out of 
your hide. 

Your work is piling up so high your golf is beginning to 
suffer, and he has the gall to suggest you can do without 
another clerk even if she can type 90 words a minute and 
looks like Gina Lollobrigida. 

You struggle back to the old stall from a long session 
with your doctor who has told you that your ulcers and 
shingles and the uncontrollable twitching you’ve developed 
have all come from too much pressure and you've got to 
slow down before it’s too late. 

And what do you find on your desk when you get back? 
You're right—a neatly typed note from 47m, blandly point- 
ing out that your budget realization was off two tenths of 
one per cent last month and suggesting perhaps you two 
ought to get together and take a look at your variances. 

It’s a polite note, all right. But you know what he means. 
He means that his maiden Aunt Martha, who teaches flower 
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arrangement for the Tuesday Afternoon Club, could do a 
better job of running your department without dropping a 
cherry blossom, and whatever made a marginal idiot like 
you think you could hold down a responsible job in indus- 
try anyway? 

He is an anachronism. In a world that emphasizes govern- 
ment largesse, consumer credit, spending sprees, and a vast 
disregard for the principles of economics, he clings to the 
old-fashioned idea that your company is in business to make 
a profit. 

He is an automaton—a human data-processing machine 
that spews out statistics and reports and forecasts, all dedi- 
cated to the proposition that financial catastrophe is just 
around the corner. 

He is a busybody. Not contenting himself with financial 
reporting, as God intended, he thinks he has to do some- 
thing about it. Or rather, he thinks you should, and he 
never misses a chance to tell you. 

He is really unspeakable. 

And then one day this human robot stops by to chat, and 
he confesses that he’s slowing down a little and his wife 
and kids want him to take a vacation. 

And you’re amazed to learn that he as a wife and kids 
because you thought his breed reproduced by IBM machines. 
So you look at him carefully, for the first time, and he does 
look tired. 

And you know, in a sudden flash, that you may have been 
wrong about him. Because what you see is not a mechanical 
monster but just another overworked and harried human 
being like yourself. And you realize that he is overworked 
and harried because of you. 

For he is the man who puts the hard foundation of reality 


under the gossamer fabric of your dreams. He is the cot [ 


porate conscience and the business taskmaster, the engineet 
who charts the path to profits and turns the vision of the 
good life into the real thing. 

It’s not always a daisy-strewn road that he leads you 
down, but he sees that you get there. When you stumble he 
picks you up, and when you lag he prods you on. Sometimes 


he pushes you to the limit of your endurance. But somehow 


he gets you there in the end. 
Come to think of it, you need a man like him around. 
What would you do without him? 















dre 
bu 
Ane 
USa 
] 
Ane 
con 
to 
hea 
We 


ace 


I 
cou 
the 


wol 


CA! 
THE 


V 
in 1 
clo, 
mec 
cour 
cent 
ters, 
be n 
stant 
estal 
prea 
to tk 
liber 

W 
coun 





laily ac- 
on. 

covered 
d at to. 
f view. 
out the 
external 
ae per- 
1 agree. 
may be 
’s chal. 
n how 
t avoid 
ne help 


reduce 





d doa 


ping a 
ot like 
indus- 


rovern- 
| a vast 
to the 
) make 


:achine 
1 dedi- 


is just 


nancial 
some- 
ind he 


at, and 
s wife 


id kids 
chines. 
e does 


e been 
ranical 
human 
vorked 


reality 
1e cor: 
gineet 
of the 


ds you 
ble he 
etimes 
nehow 


round. 








zt 





Evolution of Accounting 
in a Global Airline 


John S. Woodbridge 


HE FIRST AUDIT of Pan American was 
Dixie in the spring of 1929. The com- 
pany then owned the vast sum of $3.5 
million of assets and had $300,000 of op- 
erating income. Shortly after, our general 
trafic manager announced that we would 
actually sell $3 million of passenger busi- 
ness during the year. We do that much 
business every two days now. 

How is this vast sum of money han- 
dled, this half a billion dollars a year? 

How is it controlled? 

How do we know that every passenger 
pays for his travel, no matter when, where 
or how it is purchased or where and when 
it is used ? 

How is the money spent and why? 

How do we write down the many hun- 
dreds of thousands of receipts and dis- 
bursements and accruals and estimates 
and reports of inventory receiving and 
usage? 

How are they booked and condensed 
and sorted out and proven and reduced to 
common accounting language agreeable 
to stockholders, directors, officers, staff 
heads, CAB authorities, taxing authorities, 
Washington agency authorities, all within 
acceptable time limits ? 


If we did not have a streamlined ac- 
counting organization and availability of 
the most modern of business tools, we 
would be sunk, overwhelmed, lost. 


CASH— 
THE LIFEBLOOD OF OUR INDUSTRY 


_ We do not maintain 500 bank accounts 
in 100 currencies out of sheer braggado- 
cio, but because our highly developed 
mechanisms demand it. In these bank ac- 
counts starts the flowing of cash to our 
central reservoirs of funds at headquar- 
ters, whence heavy-duty disbursements can 
be made. Outlying bank accounts are con- 
stantly being brought down to company- 
established minimum balances, through 
prearranged automatic transfer of funds 
to the reservoir bank accounts and by de- 
liberate movements of such funds. 


Who puts the money in the bank ac- 
counts ? 





All offices that receive currency of 
checks are obliged to deposit them, in- 
stanter and intact, reporting how much 
and what to the respective accounting 
headquarters. The thousands of agents 
and travel card holders send their money 
along to the company’s general account- 
ing office in New York, as do the numer- 
ous branches of the United States Gov- 
ernment using our services. 

The accounting offices disburse the vast 
sums which we must spend for our com- 
plicated payrolls, for the tremendous vol- 
ume of materials and supplies and parts, 
for the oceans of fuel, for the kaleido- 
scopic services required throughout the 
world, and occasionally for the massive 
expenditures for aircraft and the reduc- 
tion of corporate debt. 

Expedition, accuracy and control are 
the prime requisites for handling this 
huge cobweb of fiscal matters. Illustra- 
tive of the first, expedition, is the simple 
fact that the monthly report of the com- 
pany’s full operations generally reaches 
the directors and officers before the suc- 
ceeding month has ended, formal reports 
to the CAB following promptly there- 
after. Without organization, expedition 
would not exist. 

Accuracy creates ease in handling these 
affairs and is constantly at the forefront, 
for its lack would be destructive and de- 
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“As the art of aviation advanced, 
so has the art of 
aviation accounting advanced” 


moralizing. This does not refer to slavish 
accuracy at trivial levels, but to prudent 
accuracy. 

Control is provided by perpetual ac- 
counting managerial review of all facets 
of the accounts, by electronic matching of 
high-volume volatile and negotiable ele- 
ments and by the ministrations of the 
corps of our internal auditors ranging the 
globe. 

The accounting personnel of the com- 
pany are amongst the foremost of our 
public relations representatives, because 
they are capable and thus keep from ir- 
ritating the pocketbooks of the public. 
The traveling public is kept content by 
timely and smoothly handled refunds; 
our shippers are encouraged by prompt 
remittance of C.O.D. collections; our 
personnel relations are helped by accurate 
and fully descriptive payroll checks, never 
late; our creditors are happy by being 
paid on time, with adequate identifica- 
tion of payments. Banks vie for our ac- 
counts and even our debtors like to be 
billed properly on the appropriate dates. 

And so cash, the lifeblood of our in- 
dustry, goes coursing through the veins 
of our complex company, as smoothly as 
American organization, resourcefulness 
and efficiency permit, with satisfaction on 
the part of all our accounting staff for a 
job well done. 

I do not propose to cite statistics or re- 
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count the well-publicized adventures and 
growth of the company. These statistics 
and charts, invariably climbing at 45-de- 
gree angles, soon become boring; I would 
rather discuss that little-sung area of our 
company, that area that industry in good 
times frequently considers as a necessary 
evil, but in bad times snuggles up to like 
a puppy to a stove. That is the Account- 
ing Department, consisting of eagle-eyed 
fanatics playing the numbers, taking in as 
much as possible and laying out as little 
as the law permits. 

What happens when the going gets 
rough? Call up Accounting. Who does 
what with what to whom? Ask Account- 
ing. Who unscrambles the impossibly 
complicated situations that our executives 
have a genius for developing? None other 
than Accounting. 


THE SYSTEM ACCOUNTING OFFICES 


Let’s look at this group, which 1s re- 
sponsible for sorting out the corpuscles in 
the company’s fiscal arteries, so that it 
may fill the managerial needs of our ex- 
ecutives while complying with the mad- 
dening demands for floods of data from 
government and other sources. 

The by-laws of the company require 
the comptroller to prescribe the system of 
accounts, and direct that he shall have 
immediate charge of all books and records 
of account, being subject in all matters to 
the control of the board of directors and 
of the president. There have accordingly 
been set up in appropriate areas of the 
company, from time to time, accounting 




















offices to service the particular require- 
ments of the company in the area and at 
that time. At the outset, these offices were 
the direct responsibility of the comptrol- 
ler, both functionally, as to the nature of 
the work and the techniques for perform- 
ing it, and administratively, as to the de- 
portment and control of the employes. 

In due course it was deemed preferable 
to transfer the administrative responsi- 
bility of certain of these offices to the 
divisions, the functional responsibility re- 
maining with the comptroller. However, 
the chief accounting executive of each 
division is nominated for that post by the 
comptroller and, if acceptable to the sen- 
ior executive of the division, is subject to 
appointment by the president. 

The Overseas Division, the Latin Amer- 
ican Division and the Guided Missiles 
Range Division each has its own full- 
fledged accounting department, each un- 
der a division accountant. In addition, 
there is the company’s General Account- 
ing Office, servicing System headquarters 
and the district sales offices, handling pas- 
senger, cargo and mail accounting and 
control, and responsible for the payment 
for the bulk of the company’s vast pur- 
chases. 

We have had accounting offices off and 
on all over the System. They have been 
attached to the Eastern Division and to 
the Western Division, to the Alaska Sec- 
tor and to the Pacific-Alaska Division, to 
the Atlantic Division and to the Over- 
seas Division, to the Africa-Orient Divi- 
sion and to Pan American Air Ferries, to 
System Headquarters and to the Guided 
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Missiles Range Division, to War Con. 
tracting Offices in San Francisco and ip 
New York, and to the Airport Develop. 
ment Program. 

Our accounting system has kept pace 
with the fabulous expansion and kaleido. 
scopic changing of the company’s actiy. 
ities; through the enterprise and foresight 
of our first comptroller, an expert in auto. 
mobile business procedure and a pioneer 
in aviation accounting, the fundamental 
objectives of our accounting practice and 
control have been rigidly maintained, 
Through our elastic and uniform proce. 
dure, the assets of the System have been 
kept under close control, the expenses of 
operation carefully determined and por. 
trayed, with swift, accurate, timely and 
informative monthly reports being te. 
ceived from all branches and divisions 
of the System, digested, and disseminated 
currently from System headquarters. 


ENTER THE BUSINESS MACHINES 


As the art of aviation advanced, so has 
the art of aviation accounting advanced. 
Sheer volume of business forced us to de- 
velop all the short cuts which our te- 
sourceful people could devise and to enlist 
the latest business machines considered to 
be of help to us in this headlong race. 
Hollerith tabulating machines first took 
the place of much manual work; McBee 
Keysort knitting-needle apparatus replaced 
the Hollerith machines; Remington Rand 
and IBM tabulating-card machines then 
took over, followed by more sophisticated 
machines such as the IBM 650-type card 
data-processing machine in Miami and 
the IBM 705-type electronic data-process- 
ing center in Long Island City. Faster, 
larger, louder, ring the cash registers, 
both inbound and outbound, and more 
feverish become our efforts to service this 
avalanche in an economical and efficient 
manner. Research never stops, improve- 
ments and readjustments of procedures 
are constant. 

This report would fail to be complete 
if it omitted reference to the introduction 
of electronic data processing into the fis- 
cal life-stream of the company. American 
industry is frequently apprehensive as to 
the practicability and economics of this 
revolutionary apparatus. This reaction 1s 
not novel, the pattern being readily recog- 
nizable and understandable, and our fa- 
vorable experience of almost four yeats 
may in due course help dispel apprehen- 
sion in industry and permit fuller utiliza- 
tion of what I believe to be one of the 
most valuable business adjuncts that te- 
sourceful engineers have ever made avail- 
able to the world. 

The company’s intelligent use of the 
IBM 705-type electronic computer has 
been proven over and over again; out 
approaches to the complex problems of 
acceptance, installation and applications, 
including our treatment of the labor situa- 
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tion, have been published extensively, in- 
cluding several complete addresses by the 
comptroller appearing in the Congres- 
sional Record. 

To me this topic is so important that I 
take the liberty of paraphrasing a few 
remarks from a ranking official of RCA, 
George Chane, formerly a principal of 
the engineering staff of Ernst and Ernst, 
who had much to do with helping us rear- 
range certain facets of our business: 


What do we mean when we talk about 
electronic data processing? 

Basically, these machines are built to 
perform many of the routine functions 
of the human brain. They memorize and 
recall information in the tiniest fraction 
of a second. They recognize spelling and 
numbers. They compare and _ associate 
data. They perform highly complicated 
mathematical computations. Each of 
their functions is built into the system 
because the equipment itself has neither 
creative ability nor originality. Yet these 
electronic systems work wonders. They 
handle vast quantities of paper work at 
fantastic speeds—tickets, air waybills, in- 
voices, bills of lading, shipping instruc- 
tions, inventories, receiving reports and 
material requisitions, payrolls, availabil- 
ity reports, sales analyses, financial state- 
ments, and so on. Electronic data proc- 
essing can provide management with 
concise, up-to-the-minute information on 
all aspects of the product, the market 
and the total enterprise. In fact, if it 
didn’t exist, it would have to be invented 
to keep our economy from smothering in 
its own complexity. 

With the growth in business complex- 
ity has come an even greater mushroom- 
ing in clerical operations and_ paper 
work. In the past 50 years, industrial 
production has increased approximately 
700 per cent, but the number of factory 
workers has grown only 80 per cent. In 
contrast, today’s vast white-collar army 
has risen some 450 per cent. 

A recent survey of paper work in a 
medium-size company disclosed that each 
order received produced over 200 pre- 
pared documents and involved 1,750 in- 
dividual process operations. From 75 to 
100 individuals handled each order at 
least once and sometimes two or three 
times. These people were required to 
transfer some quarter of a million digits 
from one paper or card to another, with 
a chance of error at each point of trans- 
fer. The trail of one order could be found 
in no fewer than 25 files and, depending 
upon circumstances, in as many as 50 
files. Analysis of the related filed docu- 
ments showed that 20 per cent of the 
data stored was common to all files, 60 
per cent to four out of every five files, 
and 90 per cent to three out of five files. 

This may begin to give you an idea of 
the quantity of paper that shuffles from 
hand to desk to file. 

Here is another way the paper moun- 
tain grows. Each division or suboperation 
May use similiar sets of basic statistics, 
but each uses them for different pur- 
poses. Production requires certain sales 


FACTS AND FIGMENTS IN FOREIGN FIELDS 

The company entering the overseas field should be 
warned about the usability of statistics from foreign gov- 
ernments or other foreign sources. In many cases their 
methods for gathering figures are not developed to the 
point ours are, nor do they necessarily assemble the kind of 
material needed by an American firm. Once enough basic 
information has been pulled together so a company can be- 
gin to see the broad outlines of the possibilities, an ex- 
perienced top manager or group of executives should visit 
the countries being considered. There is absolutely no sub- 
stitute for extended investigation by high-calibre, tested 


managers on the ground. 


—Acme Reporter, 1960 Series, Number 2. 


and marketing statistics for scheduling 
requirements; accounting uses these fig- 
ures under different headings; engineer- 
ing needs sales reports for product re- 
search, and so it goes. Each unit collects 
its own set of data for its own purposes. 
And each must have its clerical retinue 
to accumulate, sort and file this informa- 
tion without end or limit to duplication. 
To get the comprehensive and timely 
data that it needs in order to make basic 
decisions, top management frequently is 
completely frustrated. 

The result is that business frequently 
has a less than firm and full grasp of its 
operations. It can no longer manage ef- 
fectively with yesterday's methods. Not 
only facts, but the communication of 
facts both inside and outside the com- 
pany is clogging the pipelines. 

To provide goods and services for an 
expanding economy, to structure and 
operate efficiently, to manage internal 
and external relationships, to make timely 
and intelligent decisions, business today 
can no longer rely upon traditional pro- 
cedures and information-gathering. A 
breakthrough has been made possible by 
electronic data processing. 

But the use of data processing is only 
partially justified by its ability to handle 
masses of data at great speeds and lower 
unit cost. Its capacity to assemble, cor- 
relate and evaluate relevant information 
within effective time limits is its ulti- 
mate and most significant function. Elec- 
tronic data processing makes it possible 
for management to get the answers to 
problems that industry once couldn't 
even define, let alone solve. 

It is getting to the roots of such man- 
agement control problems as minimizing 
of inventory investment and collateral 
surplus and obsolescence factors; op- 
timum stocking and production schedul- 
ing; and the most effective combinations 
of transportation, warehousing and man- 
ufacturing to achieve minimum costs. 

In the area of material or inventory 
control, there are some 31 major require- 
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ments for a theoretically perfect system. 
Of these 31 requirements, five cannot 
even be attempted by manual or punched- 
card systems. Standard tabulating tech- 
niques will partially handle 17 require- 
ments. It is only through scientific 
management techniques, including de- 
mand prediction and optimum distribution 
control, in combination with electronic 
data processing, that all 31 requirements 
can be carried out. 


Pan American’s data-processing center 
has successfully and dramatically used the 
principle of simulation to determine the 
operating economies of existing and con- 
templated aircraft, both jet and piston- 
powered. Series of known Operating vari- 
ables are matched against aircraft and 
airport characteristics and _ specifications, 
to produce results being used in determin- 
ing flight equipment needs and airport 
physical requirements. This concept of 
simulation thus helps us project our fu- 
ture course without the involvement of 
actual capital, factories or staff, or the 
risks of failure. 

Whether the problems are actual, pro- 
jected or simulated, data processing is do- 
ing one thing that could never be done 
by any previous method. By processing 
great quantities of information, determin- 
ing their relationship and relative value, 
and computing results, it gives business 
the choice of alternate courses of action, 
in time to assure the best results. The 
risks of guesswork, good or bad, are 
minimized. Management can develop bet- 


‘ter plans—short-, medium- and _long- 


range. Data processing makes it possible 
to reduce the ups and downs of produc- 
tion and marketing, and achieve the most 
effective use of resources and capital. This 
is its ultimate value. 

Pan American is driving steadily to ac- 
celerate efforts of the hardware manufac- 

(Continued on page 299) 
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Richard N. Allen 


HE PLANNING and reviewing of busi- 
. operating results can best be ac- 
complished by comparison with a preset 
standard of performance established by 
management. A business can be reviewed 
with a number of standards in mind such 
as the per cent earned on sales, the liquid- 
ity of its balance sheet, and various 
others. The best over-all criterion is the 
return earned on the stockholder invest- 
ment. With knowledge of its own in- 
dustry, its past performance, and an ap- 
praisal of its opportunities, a company 
can quite readily establish a standard on 
such a basis as.being a return of 10 per 
cent, 12 per cent, 15 per cent, or 20 per 
cent on stockholder investment. 

The financing of the business may 
require long-term debt, seasonal inven- 
tory financing, the use of preferred 
stock, or other methods of financing; 
nevertheless, the over-all goal will be to 
maximize the return on common stock. 

If some method of financing is used 
in addition to common stock, then it is 
necessary to bring this other financing 
into the picture. It may be that some of 
the financing is semipermanent; that 1s, 
long-term debt or preferred stock, while 
other parts are strictly temporary as in 
seasonal borrowing for inventories. The 





Preset Earning Standards 
for a Multidivision Company 
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cost of short-term borrowing can be 
treated as an operating expense while ex- 
cluding it from the capital computation. 

The preferred stock or long-term debt 
can be added to the equity capital, and the 
over-all standard reduced to reflect the 
effect of this borrowed capital. In other 
words, the earning requirement of the 
common stock can be divided by the sum 
of the long-term debt and common stock 
to ascertain a new earning requirement 
before the payment of interest on the 
long-term debt. An alternate method 
would require that the interest on the 
long-term debt be added to the earning 
requirement on the common stock and 
the sum divided by the total of the long- 
term debt and common stock to obtain 
an over-all effective rate. 


HANDICAPS ENCOUNTERED 


The above methods have some handi- 
caps when used in applying an over-all 
effective rate to individual divisions. To 
illustrate, let us assume that a company 
having Divisions A and B were to make 
the decision to build a sizable addition 
to Division B and, in order to secure the 
necessary capital, floated a long-term 


loan. This long-term debt, together with 
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How to reconcile varying 
division requirements for 
a satisfactory over-all re- 
turn on stockholder investment 


the interest requirement on it, would 
change the over-all effective rate of te. 
turn which would have to be earned on 
all assets. This, in turn, would then affect 
the earning standard for Division A 
which should not have been affected by 
this transaction whatsoever. 


BALANCE SHEET RATIOS 


If we examine long-term debt a little 
more carefully, we will recognize that the 
typical loan agreement will require main- 
tenance of certain balance sheet ratios. 
For example, the loan agreement may re- 
quire that working capital be maintained 
at least equal to 150 per cent of the long- 
term debt outstanding. It will also prob- 
ably have requirements that the long-term 
debt must not, in effect, exceed 50 per 
cent of equity capital. 

In managing its own affairs, manage- 
ment will undoubtedly not wish to ap- 
proach these limitations and thereby run 
the risk of a technical default on its long- 
term loan agreement. In its particular 
type of business, it may feel that a long- 
term debt of more than 33% per cent 
of equity capital would be overburdening 
the company with fixed obligations. It 
may determine that a working capital 
ratio equal to 200 per cent of the long- 
term debt is desirable. These or compa- 
rable figures can be established as stand- 
ard. 

Let us assume that management has 
determined to maintain working capital 
equal to 200 per cent of long-term debt, 
and has established that its long-term 
debt should not exceed 331% per cent 
of equity capital. If this is true, we will 
find that all the equity capital will be 
invested in fixed assets less an amount 
necessary to bring working capital up to 
200 per cent of long-term debt; or, in 
other words, an amount of equity capital 
equal to the long-term debt will have to 
be in working capital. Under such at- 
rangements, we will find that, of the 
total equity capital, two-thirds can be in- 
vested in fixed assets and one-third in 
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working capital. We could, of course, 
have less than two-thirds in fixed assets, 
in which case we would have more than 
a 200 per cent working capital to debt 
arrangement. If we go under our stand- 
ards, we will not be using our equity 
capital as effectively as we might. We 
will be substituting it for long-term debt 
and thereby lowering the return which 
we can earn on equity capital. 


APPLICATION TO INDIVIDUAL 
DIVISIONS OR DEPARTMENTS 


Having established the standard rela- 
tionships for our over-all company bal- 
ance sheet, we can then apply these same 
relationships to individual divisions or 
departments. Each department will have 
an amount of equity capital equal to its 
fixed assets, plus 50 cents for each dollar 
of fixed assets. That is, if its fixed assets 
are equal to 662% per cent of equity, then 
another 3344 per cent of equity or half 
of the 6624 per cent will be required to 
make up this total allocation of equity. 
The total amount invested in one par- 
ticular division for working capital and 
fixed assets minus the equity amount so 
established will indicate at the end of 
each month the amount of long-term debt 
and/or short-term debt employed by the 
division. 

The different divisions of a company 
may well have different relationships be- 
tween their fixed-asset investment and 
their working-capital requirements. One 
may be particularly heavy on fixed-asset 
requirements because of the type of proc- 
ess or manufacture involved, but it may 
not require very heavy working capital 
except, for example, the short-term fi- 
nancing of inventories. Another division 
may have a relatively smaller amount in 
manufacturing and fixed facilities but be 
required to carry rather heavy receivables 
and inventories, and thereby have a large 
working-capital investment. It might be 
argued, by some, that therefore one de- 
partment was entitled to more equity capi- 
tal for its working capital than the other. 

If we have worked out, in our original 
standards, the right over-all relationships 
among long-term debt, equity capital, 
working capital, and debt, then it would 
seem that those same factors can apply with 
equal force to each division. Any varia- 
tion from the standard for individual di- 
visions would be favoritism. 

Unusually heavy investment in work- 
ing capital does not add to profitability of 
the items marketed but, if equity funds 
are used, can reduce the return on equity 
earned. Such amounts of working capital 
over one-third of equity should be fi- 
nanced with cheaper funds and equity 
funds should be used more effectively. 

_ Using this method, the standard earn- 
ing requirement of any one department 
will change only in response to changing 
conditions within that department. 





MEASURING THE EFFECT OF CHANGE 


Using the above allocation of equity 
and borrowed capital as a standard kick- 
ing-off point, it will then be possible to 
measure the effect of changing conditions 
in the individual divisions of the business. 
If credit becomes more of a factor in one, 
the problems involved with this extension 
of credit will bring themselves to the 
fore much more readily than if buried 
within a balance sheet set up to cover 
numerous divisions. It can be shown that 
excessive equity capital invested in work- 
ing capital for receivables is contributing 
to a lower return by the division; or, it 
can point up that such receivables must be 
financed by borrowed funds at an interest 
cost. 





The above method of computing the 
equity investment in each division enables 
us to apply the following ratios in indi- 
vidual departments: 

S Ratio of ¢ 
Capital employed ee ee 
Profit 


-= Per cent of profit on sales 
Sales 


Turnover X Per cent of profit on sales = 
Return on capital employed 


Breaking down our return on invest- 
ment into these two component parts, 
namely the ratio of sales to capital and 
the ratio of profit to sales, will highlight 
reasons for the variation in return among 
different divisions of a business or differ- 
ent plants within a division. For example, 
a division may contain two plants, one of 
which was built some years ago at con- 
siderably lower cost but having a less ef- 
ficient operation; the second, a more 
modern and efficient plant with a consid- 
erably higher capital investment. 

A review of profit and loss statements 
on the above basis for the two plants may 
show a pretax return of 13 per cent on 
the first plant, and a return of 31 per cent 
on the second. What makes for this great 
difference in performance? An examina- 
tion of the ratio of sales to capital invest- 
ment may show the first plant with a ratio 
of 52 per cent and the second with a 
ratio of 38 per cent. Here the higher capi- 
tal investment reflects adversely on the 
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new plant and shows it with a consider- 
ably lower turnover ratio. 

When we examine ratio of net profit 
to sales, we find that the first plant has a 
ratio of 25 per cent, the second plant a 
ratio of 81 per cent, disclosing the lower 
operating cost per unit in the second 
operation. The first ratio multiplied by 
the second ratio will yield a return of 
13 per cent in the first instance, and 31 
per cent in the second. 

If, however, we had found that man- 
agement in the first plant was able to 
bring its net profit-to-sales ratio up to 
50 per cent, this plant could have yielded 
26 per cent return. If the new plant had 
not yet been able to develop enough vol- 
ume and had shown a sales-to-investment 
turnover of 30 per cent, it would have 
shown only a 24 per cent yield. 

The practice of delegating authority to 
divisional managers and measuring their 
effectiveness by the return on gross fixed 
assets has many problems, as discussed by 
John Dearden in the May-June 1960 issue 
of the Harvard Business Review. These 
problems hinge around the fact that re- 
turn on gross fixed assets results in moti- 
vations contrary to the best return on 
equity. A reasonable allocation of equity 
to divisions will eliminate difference of 
interest and make divisional benefits and 
company benefits synonymous. 


OTHER ADVANTAGES 

The above computation will also be 
of considerable value in appraising the 
worthwhileness of scrapping an old plant 
and replacing it with more modern facil- 
ities. This method will determine whether 
or not the obsolescence of the old plant 
had, as yet, reached the point where a new 
one would yield a better return. The tim- 
ing of such replacement or remodeling 
activities is very important in the man- 
agement of any concern. 

A by-product of such a standard of al- 
location of equity and borrowed money, 
apart from its usefulness in setting an 
earning level, is that it can be employed 
to measure the effective use of funds 
available to the management of the com- 
pany or to the management of the indi- 
vidual divisions. 

Another advantage of the method is 
that it can, with equal convenience, be 
applied to various subdepartments within 
a division to the point of applying it to 


_individual projects. 


In brief, the establishment of a standard 
relationship between long-term debt and 
equity capital, and between working capi- 
tal and long-term debt, can be utilized as 
a tool by which equity capital can be al- 
located by divisions. Such an allocation 
can, in turn, enable a company to apply 
the important yardstick of return on equity 
to individual divisions. 
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Alex G. Rankin 


VERY MAJOR BUSINESS ENTERPRISE 

has come to appreciate and demand 
accurate and regular reports. This is an 
important contribution of the financial 
group to the over-all management effort. 
However, if financial officers overem- 
phasize the routine reports necessary for 
corporate purposes and for tax purposes, 
important as they are, they may overlook 
other major responsibilities as members 
of management. The primary objective of 
top management is to motivate—to moti- 
vate the right people to take the right 
action at the right time. Good reporting 
will help provide motivation at all levels 
of management from foreman to presi- 
dent. 

Now, as we know, reporting is that 
function which informs the proper au- 
thority as to what is going on and the 
relationship of those activities to the es- 
tablished goals. There are three funda- 
mental kinds of reporting: Historical 
reporting ; reporting for management con- 
trol; and reporting as a basis for future 
planning. All three are closely interwoven. 
My emphasis here is upon reporting for 
purposes of management control. This, 
in my belief, is the kind of reporting 
which, in general, is done least ade- 
quately, and it is with this conviction in 


Making Reports Truly Current 


mind that I have brought together sug- 
gestions for organizing the reporting 
function. Let me first run through certain 
shortcomings which exist in many present 
reporting systems. There are three that 
are common and basic. 


FOLLOWING ANTIQUATED SYSTEMS 
The first shortcoming is that of follow- 
ing antiquated systems—systems that have 
not been adjusted to current conditions. 
In the past, top managers personally 
gathered the information they required. 
They did so by direct observation and 
constant contact with operations. They 
took pride, and justly so, in being able 
to operate “from the seat of their pants.” 
However, most eventually realized that to 
employ their rare talents in this manner 
not only incurred unnecessary risk but 
was extremely wasteful of time and 
energy. They were spending too much 
time collecting information and keeping 
in touch and not enough on evaluation 
and decision-making. Nonetheless, some 
companies are still using the same sys- 
tems today which they established years 
ago, despite expansion and growth in 
size and number of profit centers. As 
they grew they merely expanded their 
monthly routine financial statements and 
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How to produce the up-to-date, 
centralized, clear reports 

which are necessary for 
management control 


strove for more speed and completeness, 
But even when the earnings statement is 
delivered the day after the month ends 
it still does not suffice to meet many of 
the needs of the line operator. 

Every effective management system is 
founded upon some fundamental philoso. 
phy. Such a philosophy has fatal weak- 
nesses if it does not comprehend these 
hypotheses: Change is inevitable; prog- 
ress is not inevitable. In the dynamic eco- 
nomic and technical atmosphere which 
now prevails, every company finds itself 
facing changes in business objectives, or- 
ganizational structure, and data-process- 
ing methods. Such changes often come 
rapidly and they present serious chal- 
lenges to the financial data reporter. 

Finding answers within the framework 
of an existing accounting or data-proc- 
essing system is sometimes impossible. 
We then ask ourselves: ‘‘How much will 
it cost mot to know the answers?” A fre- 
quent reply can be: “If your competitor 
knows and you don’t, your business may 
not last long enough to find out.” 


LACK OF CENTRALIZATION 

The second major shortcoming in te- 
porting systems is the lack of centraliza- 
tion. Some companies, while recognizing 
the need to collect, analyze, report and 
interpret financial data, have left the : 
proach to individual managers or di 
visional heads. The systems that result are 
disconnected and contain as many differ- 
ent languages and forms as there are 
managers demanding information. We 
have all seen many instances of this 
“muddling through” technique wherein 
the answer to every problem is to build 
another report. Furthermore, without 4 
unified and controlled plan of reporting, 
there is an excellent chance of overlap- 
ping, conflict or significant omissions 
among the reports. 


LACK OF CLARITY 

The third common failure is lack of 
clarity. One of the most disappointing 
aspects of present-day reporting is that, 
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although the right information is avail- 
able, it often is not presented in a simple, 
dear, meaningful form which leaves 
nothing for the manager to do but make 
an evaluation and take action. Either it is 
impossible to interpret a report correctly, 
or the effort required to do so is pro- 
hibitive. For some reason, most account- 
ants, in composing reports, have not yet 
been able to project their thinking in 
terms of what management needs to plan, 
measure and control its operations. 

Clarity is missing because there is the 
erroneous assumption on the part of 
many today that the more information 
management receives the better off it is. 
Many reports contain an_ indigestible 
amount of information in the form of too 
many columns and irrelevant or excessive 
detail. One of the most common causes 
of this condition is the attempt to make 
a report serve too many purposes. An- 
other is the failure to draw the distinction 
between that information which should 
appear in regularly issued reports and 
that which should be held in reserve for 
special analysis and study. 

The distribution of many reports to 
persons not directly responsible for the 
function involved is a common weakness 
of many reporting systems. This not only 
distracts and wastes the time and effort 
of the receiver, but may discourage him 
to take action in areas outside his interest 
and jurisdiction. Such a condition was 
never noted for the harmony it promotes! 


REVISING THE SYSTEM OF REPORTING 
IN A GOING BUSINESS 

Most of us find ourselves in going busi- 
nesses and seldom is there an opportunity 
to build a reporting system from scratch. 
But, whether we are organizing for the 
first time or revising our present system, 
the basic principles are much the same. I 
have endeavored to outline an approach 
for revision which will produce a report- 
ing system that will motivate management 
at all levels. 

The reorganization should be under- 
taken by a team appointed by the presi- 
dent. This should include the president 
and one or more senior operational heads 
as well as the controller. This group will 
have at its disposal the services of several 
good systems accountants. It should ob- 
serve five fundamental principles: 


1. Climate of receptivity 

Before a start can be made, the proper 
climate must be established. Interest in 
the revised reporting program must be 
engendered in the whole ‘company, all 
the way from the top to the bottom. 
Everyone who may be involved should 
be told why changes are being made and 
what the benefits will be, so that they 
will willingly and cooperatively partici- 
pate. In other words, there is an edu- 
cational and promotional job to be done. 
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“Let's go down the fire escape—we’re caught 
behind one of those quitting time log jams!” 


2. Reporting must follow lines of authority 

The second fundamental principle is 
that reporting must follow lines of au- 
thority. The starting point for reorganiza- 
tion begins with a close study of the or- 
ganizational chart. Take a cold hard look 
at the organizational structure of your 
company. If the areas of responsibility 
and authority are clearly drawn, you are 
in a position to plan your reporting. One 
of the symptoms of an outmoded organi- 
zational structure is the existence of du- 
plicate or overlapping areas of authority 
and responsibility. Such a situation often 
leaves unanswered the basic questions 
“Who reports what to whom?” and 
“Who is responsible for what?” These 
shadowy areas must be cleaned up before 
we can proceed. For example, the manu- 
facturing function must first define its 
organizational structure and the scope of 
each manager's specific responsibilities 
and duties. Any logical measuring units 
adopted in reporting must be synchro- 
nized with the alignment of responsi- 
bility. 


3. Management must clarify its needs 

Different levels of management need 
different types of data because they have 
different functions. Generally speaking, 
top management needs a clear but con- 
densed report on total revenues and ex- 
penses, profit, earnings per share, etc.— 
data that will aid in the formulation of 
policy and long-range plans. 

First-line management, on the other 
hand, is more interested in immediate 


things or occurrences, i.e., units produced, 
man-hours expended, overtime and non- 
productive hours, etc. In short, the first 
line supervisor wants data directly related 
to his area of responsibility. 

The intermediate manager needs data 
pertaining to the near future which will 
help him in his role of financial bilinguist. 
He must talk “dollars” to his superiors 
and “things” to his subordinates. He 
must act as an interpreter, translating 
what the top executive has to say into 
language the first line supervisor will 
comprehend, and also translating what 
the first line supervisor has to say into 
language suitable to a man at the execu- 
tive level. 

Pyramid Principle. Our reporting sys- 
tem must make it possible to take action 
at the lowest practical level of manage- 
ment. Let us look at the six general levels 
of management as a pyramid. The base 
support of the entire structure is the 
first line of supervision—the foreman. 
By far the greatest number of opportu- 
nities requiring managerial action occur 
at the foreman’s level. Management suc- 
cess is dependent to a very significant 
degree upon the authority and responsi- 
bility delegated to that level. As a rule, 
the foreman is directly responsible for 
those major cost elements which are con- 
trollable from day to day. He influences 
strongly the number of men required to 
produce the product, the size of requisi- 
tions for materials and supplies, and the 
creation of other variable expenses. To do 
his job well, the foreman requires a num- 
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ber of reports in considerable detail on 
all matters over which he has effective 
control. 

As we proceed up the pyramid of 
management, through general foremen, 
superintendents, division managers, group 
executives and finally central manage- 
ment, there is, of course, a consolidation 
of reports, both in quantity and detail. 
Each successively higher level of manage- 
ment needs less detail and fewer reports. 

As we ascend the pyramid, the respon- 
sibility for planning increases; as we go 
down the management pyramid to the 
foreman’s level, the emphasis on planning 
diminishes. The control function, on the 
other hand, receives the greatest emphasis 
at the foreman’s level and diminishes in 
emphasis as we go up the management 
pyramid. While top management has the 
primary responsibility for ee and 
charting the course of the business on a 
broad scale, it needs only a small amount 
of detailed report information to see that 
the ship is on course. 


4. Operator must participate in supply- 
ing information 

The fourth principle is a simple and 
self-evident one, namely, that the operator 
must participate actively and equally in 
devising a data-collecting system. Our 
presidential team, charged with the re- 
sponsibility of revising the system, must 
ask each supervisor just what information 
is essential to his control of those areas 
under his responsibility. The operator 
must also play the major role in establish- 
ing reasonable operating standards by 
which to judge performance. Without 
this act of participation by the manufac- 
turing function, the accounting experts 
cannot hope to formulate a data-collecting 
and reporting system that will serve the 
operator adequately. 


5. Reporting should be directed at the 
lowest level possible compatible with 
authority to act 

The practice of decentralization, with 
its inevitable effect of shifting the de- 
cision-making responsibility to a lower 


place in the organization, makes it im- 
perative that effective systems of control 
be established from the first line of su- 
pervision through successive levels to the 
central management level. If action in a 
given instance or type of situation can 
properly be taken by the foreman, we 
want him to have whatever facts are 
necessary. If the foreman can do a task, 
we don’t want the general foreman or 
plant superintendent to be burdened with 
it. 

Let me illustrate from the experience 
of a steel company. Very roughly, its cost 
of sales can be broken into four major 
components: 


Direct material 50% 
Payroll 40% 
Indirect materials & services 8% 
Depreciation, taxes, insurance 2% 


Since this steel company buys its direct 
material by the pound and sells by the 
square foot, it could very readily lose its 
shirt in the conversion. But by the ap- 
plication of simple control techniques at 
the lowest level of management it has, 
over the past five years, not only con- 
trolled its costs but greatly reduced them. 

This company’s labor cost, which is the 
second largest cost component, was most 
difficult to control. For all foremen a 
very special control called “optimum pro- 
ductive hours” was devised. This was ap- 
plied daily and the data were available to 
division management within 36 hours 
after the fact. In limited space it would 
be difficult to define properly the opti- 
mum_-productive-hour concept and I would 
refer you to the January 1957 issue of 
Factory Management and Maintenance. 

Briefly, an optimum productive hour 
is a utopian form of the standard produc- 
tive labor hour. The steel company, in its 
search for an accurate, fast procedure 
which could be understood and used by 
foremen, determined that its cost varia- 
tion did not result primarily from the 
inefficiency of the direct labor operator 
while he was actually producing, but 
rather from the factors that kept the 
operator idle when he was not producing. 


WHO MAKES WILLS? 

According to an informal survey made by the Trust Di- 
vision of the American Bankers Association, bankers pretty 
much practice what they preach in the matter of making 
wills. Of the 563 bankers and trustmen who responded to 
the question: “Do you have a will?”, 535 answered “yes” 
an affirmative percentage of 95. No figures for the nation 
at large are known, but a poll taken by Columbia Univer- 
sity of 45,000 professional men and women on its alumni 
list showed that nearly half of them had no wills. 
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A second important factor was the num. 
ber of people who serviced the operator, 
The company decided to use a fatio 
which showed the relationship of total 
department attendance hours to optimum 
productive hours for the day. The utopian 
goal become a ratio of one optimum 
hour for every attendant hour expended, 
A ratio of one half would indicate one 
optimum hour for every two attendance 
hours. What is a good ratio for any 
given department depends largely on the 
history of that department and varies 
widely. 

In using the optimum-productive-hour 
concept, after departmental goals are es- 
tablished, a factory's goal is simply a total 
of all its departments’ goals. From ex- 
perience, working goals are projected 
and built into a budget for each plant. 
Each superintendent has a goal; indi- 
vidual department goals are established 
by working back from the plant goal. 
The individual foreman helps set his 
own goal and so accepts it as a reasonable 
one. The foreman knows how many hours 
he earns per unit of production and it was 
found that many foremen figured out 
their own ratios before they went home 
each day. In this way the foreman has be- 
come the best-informed man in the com- 
pany about his own department. 

By focusing on the important and con- 
trollable items of expense, the Con- 
troller’s Department can devise a timely 
report for each supervisor. I repeat, it 
should be a simple control focused on 
the important items. Otherwise the man 
using the report is given the impression 
that he should make the same effort 
toward controlling each item. In general, 
it is best to concentrate daily on labor 
analysis, weekly on budget analysis of 
variable items other than labor, and 
monthly or even quarterly, on analyses of 
everything else. 

When the presidential team has com- 
pleted its review of management needs at 
all levels with respect to both timing and 
detail, it is ready to design new reports 
to fit the legitimate and approved needs 
of management. 

To complete its reorganization of the 
reporting function the committee must 
fix the responsibility for collecting and 
communicating the data required. These 
reports must be integrated into an over- 
all structure related to the profit state- 
ment and balance sheet presentation. 
Provision should be made for written 
comments and explanatory information 
but brevity should be emphasized. 

After the reports are Selneud. the in- 
structions for preparing them and the 
reasons for revising the system should be 
written. This information should be pre- 
sented to top management for approval 
and then should be promulgated through 
special meetings and seminars. Before 
finally installing the new system, it may 
(Continued on page 300) 
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silver- dollar 
paperweight FREE 


World’s fastest desk calculator 


A Marchant calculator operates at twice the highest speed of any 
other calculator. The fully automatic transflo model, illus- 
trated, also has an exclusive transfer key that eliminates many 
hand operations from chain figuring, such as invoice multiplica- 
tions followed by discounts and taxes. This feature alone can cut 
your figuring time 25% or more! 






Genuine U.S. Silver Dollar in heavy Lucite 


,.and see how 
a Marchant 
can cut your 
figuring time 
25% or more! 


You can profit by using a Marchant figuring 
machine that turns out more work faster. 
We'll give you a beautiful and unusual 
Silver-Dollar Paperweight, just for seeing this 
happen on typical figuring jobs of your own. 
See how a fast-stepping Marchant calculator 
would save you time and money by slashing 
costly overhead. 

There’s a Marchant model specially 
designed for your kinds of figuring, and it is 
easy to own on your choice of a variety of 
time-payment and leasing plans. 

Generous trade-ins, too. 
















Send for your paperweight today! 
Receive a gleaming, American silver dollar encased in 
a handsome block of jewel-clear Lucite. No printing or 
advertising. A distinctive, where-can-I-get-one-like-it 
conversation piece for your desk or home. 
Attach coupon to your business 
letterhead and 
mail today! 
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Marchant Division of fs/c/my Smith-Corona Marchant Inc. 
Oakland 8, California 
Please instruct the nearby Marchant office to deliver my free Silver-Dollar 
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on my own figurework, without obligation. 
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ROLLERS INSTITUTE 
UF ANERIC 


PICTURES ACROSS THE TOP 


LEFT 


FOLLOWING TALK BY DR. RAYMOND VILLERS 
on “Recent Trends in the Organization of Control,” 
Dudley £. Browne comments at microphone. 
Other CIA officers at table are J. McCall Hughes 
and James L. Peirce. Herbert H. Blevins takes part 
as general chairman of the Conference. 


CENTER 


MODERATOR LEON C. GUEST, JR., vice president 
of Controllers Institute Research Foundation, 
opens panel discussion on “Control of Marketing 
Costs.“ Others from left to right are Stephen A. 
Witham, General Foods; Noel M. Fillastre, Esso 
Standard Division of Humble Oil and Refining 
Company, and Professor Michael Schiff of New 
York University. 


RIGHT 


AT THE PANEL DISCUSSION on “Return on Cap- 
ital Invested,’’ consultant Wilson Seney of McKinsey 
& Company takes his turn at the microphone. 
Facing the audience, from left, are Thornton R. 
Smith, controller for financial analysis of Johns- 
Manville Corporation; Controllers Institute Re- 
search Foundation Director W. Joseph Littlefield; 
and Frank S. Capon, treasurer of DuPont of Can- 
ada Limited. 


¥ DEVELOPING ITS THEME, ‘The Con- 
tinuing Challenge to Management,” 
the 1960 Eastern Area Conference pre- 
sented a significantly varied program. 
First on the agenda was an address on 
“Recent Trends in the Organization of 
Control.” Then followed talks and panel 
discussions on the control of marketing 
costs, return on capital invested, the busi- 
ness capital outlook, research and develop- 
ment costs, and acquisitions and mergers. 

The opening talk on the organization 
of control was delivered by Dr. Raymond 
Villers, industrial consultant. He stressed 
the contribution of electronic data proc- 
essing to modern operations control and 
declared that an effective control system 
stimulates individual initiative while co- 
ordinating group effort. The talk was 
followed by comments from panelists 
Dudley E. Browne, vice president-finance 
of Lockheed Aircraft Corporation and 
a director at large of CIA; J. McCall 
Hughes, executive vice president of Mu- 


*x1960 EASTERN AREA CONFERENCE 


tual of New York and CIA board chair. 
man, and James L. Peirce,’ director at 
large and vice president and controller of 
A. B. Dick Company. 

“The Control of Marketing Costs,” the 
next subject and a current field of study 
for Controllers Institute-Research Foun- 
dation, was taken up in a panel discus- 
sion. L. C. Guest, Jr., vice president of 
the Research Foundation and vice pres- 
ident and controller of General Telephone 
and Electronics Corporation, served as 
moderator. Participants were Noel M. 
Fillastre, executive assistant controller of 
Esso Standard Division of Humble Oil 
and Refining Company; Professor Mi- 
chael Schiff of New York University, 
who is conducting the study of marketing 
costs for the Foundation; and Stephen 
A. Witham, product group manager, 
Jell-O Division, General Foods Corpora- 
tion. 

Concurrently, a panel discussion was 
held on ‘Return on Capital Invested.” 
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Introduced by Research Foundation Di- 
rector W. Joseph Littlefield, this subject 
was taken up by Frank S. Capon, treas- 
urer of DuPont of Canada Limited; Wil- 
son Seney, senior consultant with Mc- 
Kinsey and Company; and Thornton R. 
Smith, controller for financial analysis of 
Johns-Manville Corporation. 

To start the second day of technical 
sessions, an address was made on ‘‘Cor- 
porate Problems Related to the Business 
Capital Outlook.” The speaker was Dr. 
Gordon W. McKinley, executive director 
of Economic and Investment Research, 
the Prudential Insurance Company of 
America. Presiding was Edmund L. 
Grimes, chairman of Commercial Credit 
Company and a past president of CIA. 

Of the two simultaneous panel discus- 
sions which followed, one dealt with 
“Control of Research and Development 
Costs.’” Participants were John McCam- 
bridge, comptroller of American Can 





Company; Dr. Herbert Trotter, Jr., presi- 
dent of General Telephone and Electron- 
ics Laboratory, Inc.; and James L. Wyatt, 
consultant with Booz, Allen & Hamilton. 
Robert L. Dickson, executive vice pres- 
ident of Walter Kidde & Company, Inc., 
served as moderator for this session. 

The second panel discussion took up 
the continually expanding subject of 
“Mergers and Acquisitions.” The moder- 
ator was Harold A. Ketchum, a past pres- 
ident of the Research Foundation and 
executive assistant to the president at the 
Glen Alden Corporation. As participants 
there were George B. Turner, a partner 
in the law firm of Cravath, Swaine and 
Moore; and George T. Scharffenberger, 
president of Westrex Corporation, a di- 
vision of Litton Industries, Inc., and a 
vice president of Litton. 

The conference came to a close with a 
luncheon address by Dr. Milla Alihan 
and Dr. James J. Cribbin, industrial psy- 
chology consultants. 
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PICTURES AT BOTTOM OF PAGE 


LEFT 


DR. GORDON W. McKINLEY, executive director of 
economic and investment research for the Pru- 
dential Insurance Company of America, addresses 
the Eastern Area Conference on “Corporate 
Problems Related to the Business Capital Out- 
ook.’ Presiding is Edmund L. Grimes, CIA past 
president and chairman of Commercial Credit 
Company. 


CENTER 


ROBERT L. DICKSON, president of Controllers 
Institute Research Foundation, introduces panelists 
for discussion of “Control of Research and Devel- 
opment Costs.’ They are, from left, Dr. Herbert 
Trotter, Jr., president of General Telephone and 
Electronics Laboratories, Inc.; John McCambridge, 
comptroller of American Can Company; and James 
L. Wyatt, consultant with Booz, Allen and Hamilton. 


RIGHT 


GEORGE T. SCHARFFENBERGER, president of 
Westrex Corporation, states his views in the panel 
discussion of ‘Mergers and Acquisitions.’ At left 
is George B. Turner of Cravath, Swaine and 
Moore; next to the speaker, Harold A. Ketchum, 
past president of Controllers Institute Research 
Foundation. 


MORE PICTURES ON NEXT PAGE 
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THE POCONO COAFERENCE 


(Continued) 



















ABOVE 


HEAD TABLE PLACES at the banquet of the 
Eastern Area Conference were taken by (from 
left) David F. Devine, Institute director; Warren M. 
Maule, Institute director; Stuart W. McLaughlin, CIA 
treasurer; James L. Peirce, director at large; Dud- 
ley E. Browne, director at large; Roger A. Yoder, 
CIA president; Donald P. Jones, area vice presi- 
dent; Robert L. Dickson, Institute director and Con- 
trollers Institute Research Foundation president; 
Paul Haase, CIA managing director; Herbert H. 
Blevins, conference general chairman; L. Keith 
Goodrich, Institute director; Rev. J. Willis Horton, 
who delivered invocation; and W. Bernard Thulin, 
Institute director. 


LEFT 


AT THE CLOSING LUNCHEON, Herbert H. Blevins, 
general chairman of the Conference, presided. 
Flanking him are officers of CIA and co-members 
of the sponsoring Newark Control’s executive com- 
mittee for the Conference. These members from 
extreme left are: Robert B. Wright, Publicity chair- 
man; Harold E. Young, Registration; Robert L. 
Dickson, Program; then inward from extreme right: 
James P. McKenna, secretary; Frederick F. Schantz, 
Ladies Hospitality; Donald A. Brisbane, Reception; 
Walter W. Scheuplein, Arrangements; and Max 
S. Simpson, president of the Newark Control and 
vice chairman of the Conference Committee. Miss- 
ing are Harry S. Mann, Speakers Hospitality Com- 
mittee chairman; and Marcel F. Tetaz, chairman of 
the Housing Committee. 


BELOW 
THE CONTROL ADMINISTRATION ROUND TABLE 
gets underway at the 1960 Eastern Area Confer- 
ence, led by front row occupants John R. Reuling, 
Baltimore Control president, left; and on his left, 
L. E. Robertson, president of the Long Island 
Control. 
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If your firm is “average-size’:..all you need to 
mechanize your accounting is one girl and 
the Royal MCBee General Records Poster! 
The girl requires no special training... the 
Poster imposes no burdensome expense 


Get the important benefits of machine bookkeeping at low cost! The 
Royal McBee General Records Poster handles your payroll, accounts 
payable, accounts receivable, general ledger, inventory—without the need 
for skilled operators. Anyone can use it! You post all associated records 
simultaneously with one entry. You get accurate register of all postings 
to all records; elimination of transcription errors; instant flexibility to 
changing office routines; complete adaptability to centralized or decen- 
tralized operations. And all at a remarkably modest investment. Your 
nearby Royal McBee Data Processing Representative will be happy to 
demonstrate. Call him, or write Royal McBee Corporation, Data Process- 
ing Division, Port Chester, New York for brochure 8-533. 


ROYAL M°BEE * data processing division 


NEW CONCEPTS IN PRACTICAL OFFICE AUTOMATION 
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A SIGNIFICANT SOURCE OF 
ACCOUNTING MANAGEMENT 
Gentlemen: 


Our 


scoped below are dynamic, cre- 


choice candidates tele- 
ative, available and relocatable. 
Upon your request, aptitude and 
personality testing will be given. 
Do feel free to call upon us 
for general personnel advice or 
specific placement action. 


Yours very truly 


CHIEF FINANCIAL OFFICER 

This executive gentleman is 42 & certi- 
fied in N. Y. and N. J. having had 
Nat’l public experience. He presently 
holds down comptrollership for a di- 
versified industrial with $800 mil. net 
assets. His background includes a full 
understanding of IBM tab and the 
650 computer. Other major exp. in 
aircraft. $37,000. 


BUDGET DIRECTOR-SOLID 

Age 43. He has climbed the ladder 
with the same multi corporate indus- 
trial for 19 years to date. For the past 
7 years he has administered a budget 
control system of over $100 mil. Re- 
porting to the VP in charge of finance. 
$20,000. 


TAX MANAGER $15-20,000 

Age 48, w-13 yrs. of intensive tax exp. 
w-the same giant chemical mfr. 

COST ANALYST 

Personable $8,500. Age 31 & enjoys 5 
yrs. nat’l mfr. exp. 
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Personnel Services, Inc. 


"50 Church St., New. York 
WoOrth 4-8410 


Member 
A.M.A, & Nat, Assoc. of Accountants 
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Employe Benefits Are Not Well Communicated 


OMPANIES often spend millions of dol- 
lars on benefits and then make a secret 

of what these benefits are and how much 
they cost, according to ‘‘Employe Benefits: 
Asset or Liability?,”’ a booklet recently 
published by Charles D. Spencer & Asso- 
ciates, Inc. Management’s preoccupation 
with details of negotiating, legal, financial 
and administrative problems has led them 
to slight the ‘‘psychological’”” value in an 
employe benefits program, that is, the em- 
ploye’s awareness of what he is getting 
and its effectiveness as a motivating factor. 
The failure to use indirect media ef- 
fectively, within its potentialities, is an- 
other common error. Employe publications 
such as house organs, plant news, etc., 
must feature material with which the em- 


| ploye can identify himself. These items 


are most likely to deal with contingent 
benefits and, while useful, are strengthen- 
ing the already strongest components of 
the benefits picture. 

Indirect media can be far more valuable 
if used in support of effective and regular 
individual stimuli such as _ face-to-face 
communications. The preferable face-to- 
face situation is between the employe and 


| his line supervisor rather than staff per- 


sonnel. In this situation, of course, line 
supervisors must be specially trained to 


| handle the relationship and the situation. 


“To develop an adequate sense of 
value for most contingent and especially 
for terminal benefits will require long- 
term education. At present, such benefits 
are quite undervalued by most employes 

” observes the report. “To be ef- 


fective, such education should cover 4 
broader area than the subject of benefits 
alone. It should aim at developing a con- 
structive interest in, through identifica- 
tion with, the company’s over-all success,” 

It is suggested that a cynic might say of 
benefits that . what has not been 
granted is demanded, and what has been 
granted is taken for granted. . . .” 

Major communications failures are in 
the area of language and pre-packaging, 
Many — use quasi-legal language 
to explain benefits, or resort to “packages” 
prepared by insurance companies, often 
in the form of standardized brochures, 
Others leave the responsibility of com- 
municating with employes to the union 
and thus wind up with a “package” de- 
scribed in “cents per hour’—a form 
which is inappropriate for suggesting the 
special value to employes of contingent 
and terminal benefits. 


1970 Labor Picture 
Assuming no war or depression and 
continued technological advance, _ the 


Labor Department predicted. the number 
of Americans seeking jobs will jump by 
13.5 million to more than 87 million in 
the next 10 years. Many more young 
workers will be in the labor force—about 
6.4 million more than the 13.8 million 
estimated for 1960. There will also be a 
steady influx of women workers—six 
million more in the next ten years—so 
that by 1970 one out of every three wage- 
earners will be a woman; and there will 
be more older workers. 





MARK YOUR CALENDAR 








JUNE 9-11 


CONTROLLERS INSTITUTE OF AMERICA 


MILWAUKEE 








JUNE 22-24 


AUGUST 28-SEPT. 1 


OCTOBER 10-12 


OCTOBER 10-12 


OCTOBER 19-22 


OCTOBER 22-26 


Midwestern Conference 
NATIONAL MACHINE ACCOUNTANTS ASSOCIATION SAN FRANCISCO 
National Conference and Business Show 


TAX EXECUTIVES INSTITUTE WHITE SULPHUR SPRINGS, 
W. VA. 


NABAC, The Association for Bank Audit, LOS ANGELES 


Control and Operation 
36th Annual National Convention 


SYSTEMS AND PROCEDURES ASSOCIATION NEW YORK 
International Systems Meeting 
AMERICAN RECORDS MANAGEMENT ASSOCIATION MILWAUKEE 


Annual Convention and Records Management Workshop 


CONTROLLERS INSTITUTE OF AMERICA SAN FRANCISCO 


(Western) 29th Annual Conference 
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|] LONG SHOTS & CLOSEUPS WITH THE CONTROLLER CAMERA 


ver a 

enefits 

a con- 

ntifica- 

ccess,” Tononts, Ontario, Canada 

a Institute and Control officers of Con- 

s been trollers Institute, from Canada and the 
United States, gathered April 13 in To- 

are tn ronto to participate in the 10th Anniver- 

aging. sary observance and dinner of the To- 

iguage ronto Control. 

kages” 

often TOP LEFT 

chures, Past presidents of the Control, pictured 

> com. with visiting Institute officers and direc- 

union tors, are (seated left to right) F. E. Arm- 

” de. strong, president, 1952-53; George F. 

form Plummer, first president of the Control; 

ng the John F. Kidner, president, 1954-55; 

tingent (standing left to right) Institute Director 
Jack Plumpton of Hamilton, Ontario; 
A. R. McCallum, Control president, 
1955-56, and chairman of the Institute 

— Committee on Canadian Affairs ; W. S. 

Rothwell, president, 1953-54; Institute 

on Director J. H. Reid of Toronto; Donald 

mp by G. Scott, Control president, 1956-57; 

in H. A. E. Alexander, Control president, 

young 1957-58; Institute President Roger A. 

aa Yoder, vice president-Finance of Detroit 

militias Steel Corporation; and J. A. Ross, Con- 

io he trol president, 1958-59. 

TS —SIX 

ars—so BOTTOM LEFT 





> wage- Mr. Yoder (seated center) with Carl 











re will F. Cunningham, president of the Toronto 
Control (kneeling at Mr. Yoder’s left) 
and Paul Haase, Institute managing di- 
rector (on his right). (Standing left to 
right) Mr. MacCullum, Institute vice 
president (Northeastern Area), Eric L. 
Hamilton of Montreal; Mr. Reid; Mont- 
real Control President Kenneth M. Place; 
Mr. Plumpton; Hamilton Control Presi- 
dent Edward Garside; and Frank S. 

———a Capon, general chairman of the Institute's 
Northeastern Conference to be held in 
Montreal, June 16-18. Mr. Capon, who is 
treasurer of DuPont of Canada, was a 

| WAUKEE charter member and first president of the 
Montreal Control, which, together with 
the Hamilton Control, were the first or- 

ANCHON ganized local groups of Controllers In- 
stitute in Canada. 

SPRINGS, 

W. VA. ON NEXT PAGE 
ANGELES CL ] , Ohio 
The 25th Anniversary of the Cleve- 

EW YORK land Control of Controllers Institute ob- 
served on April 12 at a dinner meeting 

LWAUKEE in the Cleveland Athletic Club, was at- 

(Continued on page 282) 
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Detect and prevent 
fraud effectively 
and economically 
with 


Principles 
of Audit 
Surveillance 


By HARVEY CARDWELL, C.P.A. 


Today, the “inside thief” costs 
American business over a_ billion 
dollars a year—but he can _ be 
checked. This invaluable book es- 
tablishes, within practical cost 
range, thorough and incisive tests 
against fraud. Its features include 
authentic case studies, a survey of 
defenses against the “inside thief,” 
a clarifying discussion of the “cut-off 
shifts” used by thieves to conceal 
discrepancies, effective defenses 
against fraudulent substitution of 
unrecorded checks for cash in de- 
posits, and every aspect of practical 
routine protection that is sorely 
needed today. $9.00 








At your bookstore, or write 


Princeton, New Jersey 





p. Van NosTRAND COMPANY, INC. 




















FOR 
°¢ Tax 
¢ Accounting 
¢ Insurance 
¢ Property Ledger Tie-in 
: ¢ Remaining Life Estimate 
rs ¢ Capital and Expense 
e Distribution Analyses 
¢ Verification of Additions, 
Retirements and Transfers 
¢ Cost Allocations 
¢ Depreciation Studies 
¢ Economic Surveys 
¢ Replacement Reserves 
Proof of Loss 
Send for free brochure 


“THE PURPOSES OF APPRAISALS” 
— Dept. 439 


STANDARD 
APPRAISAL 
COMPANY 


DIVISION OF 


MARSHALL and STEVENS 


INCORPORATED 


_ 6 CHURCH ST., NEW YORK, N.Y. 
CORTLANDT 7-4493 







































Cleveland, Ohio 
(Continued from page 281) 


tended by Institute officers as well as 11 
of the past presidents of the Control. 
They included Joseph J. Anzalone, charter 
member and first president of the Cleve- 
land Control. Mr. Anzalone, prior to 
retirement, was vice president of Alle- 
gheny Corporation. 


ABOVE 


Mr. Anzalone (second from the left in 
both pictures) is shown receiving con- 
gratulations. With him are (/eft to right) 
Paul Haase, managing director of Con- 
trollers Institute; (Mr. Anzalone) ; Gor- 
don McAusland, president of Cleveland 
Control and treasurer of the Reliance 
Electric & Engineering Company; Roger 
A. Yoder, Institute president and vice 
president-Finance of Detroit Steel Cor- 
poration ; Edward H. Eaton, North Cen- 


LONG SHOTS & CLOSEUPS WITH 
THE CONTROLLER CAMERA 








tral Area vice president and treasurer of 
Pittsburgh Plate Glass Company; and 
Eugene P. Heiles, Institute director and 
vice president and controller of Surface 
Combustion Corporation. 


BELOW 


Past presidents of the Control (stand- 
ing left to right) are flanked by Roger 
F. Brown (left end), president-elect of 
the Cleveland Control and director of 
Financial Planning of the Chesapeake & 
Ohio Railway Co.; and (right end) Con- 
trol President McAusland. 

The past presidents are (left to right) 
Mr. Anzalone, Hugh L. Patch, Ralph H. 
Smith, E. A. Seffing (Toledo Control), 
Thomas J. Tobin, and George C. Houck. 

(Seated left to right) Russell J. Van 
Dame, Ralph A. Martin, Harold E. 
Boehm, William A. Crichley, and Harold 
L. Hale: 
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How Employers Determine 
Service Under Pension Plans 


Actual examples from employe book- 
lets and formal contracts are cited to 
indicate the wide range of possible treat- 
ment of 23 points in “How Key Em- 
ployers Are Determining Service Credits 
Under Pension Plans,” a booklet pub- 
lished by Charles D. Spencer & Associ- 
ates, Inc., Chicago, III. 

According to the report, most plans do 
not go into great detail in regard to past 
service and, in order to facilitate adminis- 
tration, precise rules generally apply only 
to future service credits. The past service 
situation may be handled by simply stating 
that periods of employment prior to the 
effective date shall be considered in de- 
termining credited service. In case of 
negotiated plans, the years of past service 
may be established by —s records, 
and provision is usually made for adjust- 
ing disputes. 

In determining future service credits, 
negotiated plans often specify minimum 
requirements in terms of hours worked 
during the “‘calendar,” “fiscal” or “plan” 
year. A plan may grant credits only for 
a full year of service, or it may grant 
partial credits if the employe does not 





meet the requirements for a full year’s 
credit. 

Under salaried plans, the report shows 
the rules governing the extent of service 
in order to gain credits for one year of | 
service generally are not spelled out in as 
much detail and may be considerably more 
liberal. 

In absences from work, credit may be 
granted during the period the employe is 
absent, or the absence may not be con- 
sidered a break in the continuity of serv- 
ice. Future service provisions are generally 
fairly strict in regard to continuous em- 
ployment. Excerpts from actual plans 
show how specific companies treat a | 
variety of ‘absence from work” situations. | 

In addition to the above, other points 
covered include overtime, disability, lay- 
off rules, combinations, labor disputes, | 
maximums, re-employment, vacations and | 
disagreements. | 





‘59 Good Year for Top Executives | 


Industry’s highest paid executives re- | 
ceived bigger salary and bonus checks in 
1959 than ever before. U.S. News and 
World Report said that of 644 top offi- | 
cials of large companies, 28 earned over 
$300,000; 50 earned $200,000 to $300,- | 
000; 290 earned $100,000 to $200,000; 
and 276 earned $33,000 to $100,000. 

Among 170 officials of the largest cor- | 
porations, pay raises last year outnum- | 
bered pay cuts by almost three to one. Of | 
this group, 104 got raises, and 36 took 
cuts. The nine highest-paid executives, 
according to the magazine, work for auto- | 
mobile manufacturing companies. 








THE ADDING MACHINE 
THAT CATCHES ERRORS 
BEFORE THEY'RE MADE! 


ENTER FIGURES, 
SEE THEM HERE. 


IF YOU'VE ERRED, 
YOU CAN “CLEAR” 























AND CORRECT 
IMMEDIATELY! 


Friden’s ACY actually catches errors before they’re made. The 
exclusive Visual Check window shows a full registration of 
figures entered while there is still time for their correction. 


Further, the ACY has Friden’s exclusive Natural Way key- 
board, which is designed to fit the user’s hand perfectly. Other 
features are the extra-wide platen for roll paper and wide forms; 
automatic red-printing of negative values; all live control keys; 
special features for rapid multiplication. 


Try the “next step” in adding machines today. Call your Friden 
man or write to Friden, Inc., San Leandro, California 


THIS IS PRACTIMATION: Automation so hand-in-hand 


with practicality there can be no other word for it. 


© 1960 FRIDEN, INC. 


FIED sm 


FRIDEN, INC., SALES, INSTRUCTION, SERVICE THROUGHOUT U.S. AND WORLD. 











“Tcan always 









says 
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You can take it from Big Mike 
that L. L. Brown rag content 
LEDGER PAPERS are the 


world’s finest and most versa- 


tile. If your business demands 
records that must last through 
the years, withstand constant 
wear and even abuse, be sure 
to specify L. L. Brown papers. 


“The quality which has 


earned its reputation” 


exsafi Adams, Massachusetts 





tell a 
QUALITY 
PAPER” 


ENSION FUND HOLDINGS of | stocks 

listed on the New York Stock Ex- 
change jumped by 2,060 per cent in the 
past decade, a study of institutional in- 
vestments by the Exchange disclosed. 

Second biggest percentage gain was 
scored by investment companies—both 
open and closed end—with an increase of 
500 per cent. The market value of stocks 
owned by open-end companies (mutual 
funds) expanded by 814 per cent and 





Institutional Investments Jump in Decade 





closed-end companies by 225 per cent. 

Other percentage gains ranged from 
182 per cent for life insurance companies 
to 256 per cent for nonprofit institutions 
such as college endowment funds and 
foundations. 

The table below shows the estimated 
holdings of listed stocks by institutional 
investors at the end of 1949, 1958 and 
1959, together with percentage gains for 
the decade. 





ESTIMATED HOLDINGS OF NYSE LISTED STOCKS BY FINANCIAL INSTITUTIONS 


Type of Institution 


Insurance Companies: 


(1949 1958 


_ Year-End 


% Change 








MIKE R.O’SCOPE 
ee 











Life $2.1 
Non-Life Wav 
$ 2.8 

Investment Companies: 
Open End 1.4 
Closed End 1.6 
3.0 

Nonprofit Institutions: 

College & University 
Endowments 1.1 
Foundations aL 
Other 1.0 
32 

Noninsured Corporate 
Pension Funds 0.5 


Common Trust Funds 


Mutual Savings Banks 


Total $ 9.5 


* * 


Market Value of All NYSE 




















1959 1949-59 
——§ billions ————_ 

$ 28 $ 3.1 +182% 
5.6 6.0 +253% 
$ 84 $ 91 +225% 
10.3 12.8 +814% 
4.4 5.2 +225% 
14.7 18.0 +500% 
‘ 
2.9 3.1 +182% 
3.7 3.9 +255% 
4.0 44 +340% 
10.6 11.4  +256% 
8.8 10.8  +2060% 
1.3 1.4 N.A. 
0.3 0.3 N.A. 
$44.1 $51.0 +437% 

* * 
$276.7 $307.7 +303% 


Listed Stocks $76.3 


Estimated Per Cent Held by 


Institutions 12.4% 


N.A. = Not Available. 





Unemployment compensation benefit 
payments during 1959 totalled slightly 
more than $2.25 billion, compared with 
$3.5 billion in 1958. The actual over-all 
decrease amounted to 35.1 per cent, but 
there were wide variations among the 
states, especially those which are highly 
industrialized, according to Commerce 
Clearing House. 

Michigan led the more populous states 
in employment recovery, as measured by 
jobless expenditures, by decreasing its 
jobless payload almost 60 per cent during 
the year. Ohio followed with a 55 per 
cent reduction. Illinois and California 


16.0% 16.6% 





Jobless Payments Dropped Last Year 


registered drops of 40 per cent and 36 
per cent, respectively. 

New York, on the other hand, cut its 
massive 1958 payments by only 19 pet 
cent in 1959. Louisiana was the only 
mainland state to show an increase in 
1959 jobless payments over 1958, ¢x- 
pending 21 per cent more. 

On a state-by-state basis, reserves were 
lower than the year before in more than 
half the states. This is mostly due to the 
failure of unemployment tax collections 
to exceed the payments made to the job- 
less in 1959, even though collections 1n- 
creased and benefit payments dropped. 
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fon | NEW DIRECTORS x CONTROLLERS INSTITUTE 


panies 
“ee At the Annual Meeting of Members of Controllers Institute of 
5 an 

America held on May 22, in Louisville, Kentucky, during the 
mated ; 
tional North Central Area Conference, twelve members were elected to 
8 and 
ey serve on the Board of Directors for one-, two-, and three-year 


terms beginning September 1 from the regions and areas listed. 





IONS 








LEON A. RIDGWAY RODERIC M. WILDER WARREN M. MAULE GERALD L. PHILLIPPE 
(Bridgeport) (Syracuse) (New York City) (New York City) 
3 YEARS—REGION 1 3 YEARS—REGION 2 1 YEAR—REGION 3 2 YEARS—REGION 3 
Northeastern Area Northeastern Area Eastern Area Eastern Area 





HERBERT H. BLEVINS T. AMES WHEELER B. W. MAXEY JOHN C. SHEA 
(Newark) (Pittsburgh) (Cleveland) (New Orleans) 

3 YEARS—REGION 3 2 YEARS—REGION 5 3 YEARS—REGION 5 1 YEAR—REGION 8 
Eastern Area North Central Area North Central Area Southern Area 
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Do You Know 
YOU NEED NOT BE A MEM- 
BER OF CONTROLLERS INSTI- 
TUTE TO SUBSCRIBE TO THE 
CONTROLLER? 

See rates on page 255 
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“There is something that is much more 
scarce, something rarer than ability. It 
is the ability to recognize ability.” 


FRRoBERT 
lace 


PERSONNEL AGENCIES 


130 WEST 42 STREET, NEW YORK 36, N. Y. 
LOngacre 4-3834 


The largest agency in the U.S. 
specializing exclusively in 
accounting and related personne! 
controllers 
treasurers 
internal accountants 
cost/budget men 
systems men 
tax men 
internal auditors 
office managers 
bookkeepers 
public accountants 


idal-me.Vototollaha-laham oflalel-1a5 





DIRECTED BY A CERTIFIED PUBLIC ACCOUNTANT 











The Delaware Supreme Court has up- 
held the validity of an executive com- 
pensation plan that operates in the same 
manner as a stock bonus plan with the ex- 
ception that awards are credited and paid 
in terms of “deferred compensation units,” 
with the monetary value of such units de- 
termined by the market value of the em- 
ployer’s common stock. A similar plan of 
the Pittsburgh Consolidation Coal Com- 
pany was ruled invalid by a U. S. Dis- 
trict Court in Ohio last year. 

The present case, as reported by Hew- 
itt and Associates, involves Koppers Com- 
pany, Inc., a Delaware corporation, in an 
action instituted by a stockholder and af- 
firms the decision of the Delaware Court 
of Chancery issued earlier this year. 

The Koppers plan, as approved by 
stockholders in 1956, was designed to re- 
tain the services of key employes. Partici- 
pation in the plan is dependent on the 
recommendation of an administrative 
committee and the signing of an agree- 
ment by the employe in which he agrees 
to: 1) Remain with the company for five 
years or until retirement; 2) be available 
for consultation for ten years after re- 
tirement; 3) not compete with Koppers 
Company; and 4) not become an employe 
of a competitor. 

Special accounts are maintained for 
each participant. As deferred compensa- 
tion units are awarded, they are credited 
to the participant’s account in an amount 
equal to the market value of an equivalent 
number of shares of common stock. As 
dividends are paid to shareholders, an 
amount equal to the dividend per share is 
credited for each unit in an employe’s ac- 
count. When a participant's employment 
terminates because of death or retirement, 
he or his beneficiary receives the current 


Phantom Stock Plan Upheld 


market value of the units together with 
accumulated “dividends” in quarterly in. 
stallments over a ten-year period. An op. 
tion is available to participants or their 
beneficiaries to select a date anytime within 
three years after termination of employ. 
ment for purposes of determining the 
fair market value of their units. 

If a participant leaves the company for 
any reason other than death or retirement, 
the payment of all or any part of the 
amount credited to his account is at the 
discretion of the administrative committee. 

In deciding on the validity of the plan, 
the Court considered two fundamental 
points : 


1. Did the plan provide for considera. 
tion to the corporation at the time it be- 
came effective? and 

2. Is there a reasonable relationship be- 
tween the value of the benefit to employes 
and the value of their services to the cor- 
poration? 


The first point was readily conceded 
since participation is based on a formal 
agreement to render services of value to 
the company. On the second point the 
stockholder plaintiff argued that deferred 
pay based on the market value of a com- 
pany’s common stock is subject to all the 
vagaries of the stock market and bears no 
reasonable relationship to the value of the 
services being compensated. 

This is the basic argument on which the 
Ohio Court last year held the Pittsburgh 
Consolidation Coal plan invalid. The 
Delaware Court, however, rejected this 
reasoning. In its opinion there is no fun- 
damental difference between the deferred 
compensation unit plan and the ordinary 
stock option plan. 








North Eastern Conference 


CONTROLLERS: 


INSTITUTE 


OF AMERICA 
Queen Elizabeth Hotel 


MONTREAL 
June 16-18, 1960 





COMMUNICATIONS IN BUSINESS 


Thomas W. Eadie, Pres., The Bell Tele- 
phone Company of Canada. 


FINANCIAL COMMUNICATIONS 


W. S. Rothwell, Vice-Pres. & Treas., Abitibi 
Power & Paper Company, Ltd. 


SMALL GrouP DISCUSSIONS 

Annual Report; Financial Statements for 
Management; Forecasts and _ Budgets; 
Capital Forecasts; Control Reports— 
Manufacturing Costs;—Selling & Admin- 
istrative Expenses; Information for Union 
Negotiations; SEC Statements; Corporate 
Giving; Financial Communications be- 
tween Parent and Subsidiary. 


PROBLEMS OF FINANCIAL COMMUNICATION 

Large Companies. K. Y. Siddall, Adminis- 
trative Vice President, The Procter and 
Gamble Company. : 

Medium and Small Companies. Robert N. 
Wallis, Vice President and Treasurer, 
Dennison Manufacturing Company. 


PANEL DISCUSSION 
Large Companies. : 
Medium and Small Companies. 
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| Update your files 
at lightning speed... 
choose the RCA 501 


For posting of high or low activity files, for file scan- 
ning, for “‘exploding information”... the RCA 507 offers 


exceptional speed and economy in file processing! 


Generally, more than half of your electronic data processing time 
involves file maintenance. The RCA 501 EDP System was designed 
to do this job at the lowest cost per unit of work in its price class. 


Powerful characteristics built into the tape system result in greatly 
accelerated handling of data. True Variable 
Word Length Recording permits entry of data 
on magnetic tape in its existing variable 
form—saving miles of tape and hours of file 
processing time. The 501 can read and write 
simultaneously on tape. Furthermore, the 
501 can read backward; avoiding time lost in 
rewinding. 


501 Tape Units read across inter-message gaps at full tape speed. 
Two read-in areas in memory permit checking for ‘hits’ while 
alternating the read-in and write-out routines. Simultaneity of 
compute and input/output functions utilizing memory instead of 
external buffers is an exclusive feature of the RCA 501 and is 
another major factor in its file maintenance superiority. 


The exceptional file processing capabilities of the RCA 501 are 
backed up by important reliability features. For example, positive 
accuracy is afforded by dual recording on tapes. If either character 
is faulty, the correct one is automatically used without tape reread. 


The superb file maintenance performance of the RCA 501 System 
is a fact of operating experience. For information on how it can 
help your data processing, write to: Electronic Data Processing 
Division, Radio Corporation of America, Camden 2, New Jersey. 


The Most Trusted Name in Electronics 


RADIO CORPORATION OF AMERICA 











THE THIEF IN THE WHITE COLLAR* 
by Norman Jaspan and Hillel Black 





Reviewed by WILLIAM R. PHELAN 

Vice president-treasurer 

United States Fidelity and Guaranty Co. 
Baltimore, Md. 


This book concerns itself with the 
alarming growth of a new kind of thief 
—The Thief in the White Collar. Much 
of his crime—the rate of which is in- 
creasing ominously—never sees the light 
of public print. Crimes that catch the 
public eye and police attention will 
amount to about half a billion dollars in 
1960 whereas embezzlement will top a 
cool billion dollars. Mr. Jaspan, a man- 
agement consultant whose firm has un- 
covered many of these white collar 
thieves, estimates another five billion dol- 
lars will change hands in kickbacks, pay- 
offs and bribes. 

“The tragedy of white collar crime,” 
he states, “is not just the cost in dollars 
and cents but the corruption of our 
most respected citizens—the professional 
worker, the executive, and the top gov- 
ernment and union official.” 

The harm growing out of white-collar 
crime cannot be measured. For the con- 
sumer it means higher prices and for the 
worker decreased earnings. For numerous 
businesses it means the difference between 
success and failure. In some instances it 
can mean bankruptcy for an entire com- 
munity. But perhaps most dangerous of 

* Published by J. B. Lippincott Co., 521 Fifth 
Avenue, New York 17, N. Y. $4.95. 


THE CONTROLLER............ ee 


all, white-collar crime portends the col- 
lapse of our ethical code of fair play and 
honesty. Indeed the implication is that 
kickbacks, payoffs, bribes, apparent na- 
tional a ei to dishonesty, business 
spying and ethical laxity are making us 
‘a nation of thieves and embezzlers.”’ 

The authors discuss the embezzler type 
—Everyman—and draw from the two 
studies “1001 Embezzlers’” and ‘‘Post- 
War Embezzlers’” made by my company. 
They relate the profiles of male and female 
embezzlers, their occupational distribu- 
tion and other interesting facets of the 
studies. The increase in collusion, which 
complicates internal controls, is discussed. 
“The relatively poor performance of in- 
ternal controls and the efforts of auditors 
to detect defalcations does not necessarily 
reflect on their technical competence. In 
too many instances, controllers are pro- 
vided with neither the funds nor staff to 
do the job they know needs to be done. 
In the case of outside auditors, their pri- 
mary responsibility is to attest that fi- 
nancial statements are fairly stated; if 
they discover fraud, it is a by-product 
rather than an objective.” 

It is estimated that about 20 per cent 
of these frauds are uncovered by auditors 
(internal and external), 11 per cent by 
routine internal controls, 16 per cent by 
management inquiries and the remaining 
53 per cent by luck and chance, fortui- 
tous events or circumstances for which no 
one can claim credit. 

There follow chapters concerning the 
various types of offenders—the person 
with a nonsharable problem, the helping 
hand, the honest crook, the insecure ex- 
ecutive, the complete scoundrel, the los- 
ing bettor on horses, the big gambler, 
the outcast and others. These chapters 
are filled with amazing and fascinating 
case histories, pinpointing the motives 
and methods of the white-collar thief. A 
check of your own company’s internal 
controls and audit program in the light 
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of these methods may prove well worth 
while. 

In summation, the authors state 
“Shocking as it may seem, the people 
chiefly responsible for the increase jp 
white-collar crime are those who could do 
the most about ending it. Indeed the 
fault lies with top management and not 
with lower- or middle-rung employes, 
The majority of American businessmen 
are asleep at the switch. They not only 
lack awareness of the seriousness of the 
problem but fail to realize that they them. 
selves are the main contributors to their 
own employes’ dishonesty.” 

For this a system of Preventive Man- 
agement is presented—that is, taking pre- 
ventive measures without waiting for the 
symptoms to appear. Despite the gravity 
of the situation only about 12 per cent of 
the nation’s manufacturers, wholesalers 
and retailers bond their employes against 
theft. The majority of employes bonded 
are those who deal with cash, seldom 
those who handle merchandise, although 
theft of goods is far more common and 
the loss exceeds loss of cash. Then usually 
those companies using fidelity bonds are 
in the main large companies with superior 
internal controls and audits. Studies made 
by the Surety Association of America 
show that very few companies which are 
sorely plagued by cash and material em- 
bezzlements are protected by any Dis- 
honesty Insurance (fidelity bonds) and 
that in the case of those protected the 
amount falls short of adequacy. This fact 
is something for all businessmen to digest 
and consider in future business planning. 

Preventive Management includes the 
rooting out of poor business practices, 
maintenance of alert supervision, and 
regular contact with warehouses, factories, 
stores and offices. It does not hold with 
the practice of restricting top manage- 
ment to an ivory tower, relying on re- 
ports. Preventive Management requires 
the checking of employe references, the 
making of complete systematic investiga- 
tions rather than impulsive ones, setting 
fair standards of performance, maintain- 
ing good communications, knowing the 
status of employe morale, and keeping up 
a good internal control system. The latter 
should include selection of strategic con- 
trol points, development of standards 
of performance with regular checking, 
prompt corrective and disciplinary action, 
the use of procedure manuals, spot 
checks, periodic inspections and “created 
errors.” 

The book is good entertainment, pro- 
vocative of thought and something 4 
good businessman should read and put 
to his own profit—honest profit. 





Mr. Phelan is also author of “Rx Embezzle- 
ment” published in the January 1957 issue of 
THE CONTROLLER, p. 18. 
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PRINCIPLES OF AUDIT 
SURVEILLANCE* 


By Harvey Cardwell 


The principles, technical 


bezzling activities. 


The author rejects traditional legal 
concepts of crimes against property as 
confusing accounting concepts, and pro- 
oses an accounting classification ex- 
panded from the classical proprietorship 
equation embracing all methods of theft: 
Larcenous, manipulative, and legal thefts 
involving assets, liabilities, and proprie- 
torship equities; and miscellaneous thefts 
—thefts of unrecorded assets, and thefts 


from employes and others. 


The book is divided into three parts— | 
General, Theoretical Concepts of Inside 
Theft, and Practice of Audit Surveillance. 


A glossary and index are included. 


* Published by D. Van Nostrand Co., Inc., 


120 Alexander St., Princeton, N. J]. $9.00. 


AUTOMATIC DATA-PROCESSING 
SYSTEMS: PRINCIPLES AND 
PROCEDURES* 


By Robert H. Gregory and 
Richard L. Van Horn 


This comprehensive, introductory text- 
book, requiring no previous knowledge 
of electronic computing systems, is writ- 
ten for the businessman rather than the 
engineer. Computer programming and 


systems analysis are covered in detail and 
a blending of theoretical and practical 
approaches to data processing explains 
why, as well as what and how. 

The book is divided into seven parts 
covering Orientation, Automatic Equip- 
ment, Programming and Processing Pro- 
cedures, Principles of Processing Systems, 
Systems Design, Equipment Acquisition 
and Utilization, and System Re-examina- 
tion and Prospective Developments. In 
addition, the book contains appendices on 
the history of computation and data-proc- 
essing devices, questions and problems, 
and a glossary of terms, plus an index. 
Summaries, references and supplemental 
teading lists are included at the end of 
each chapter. 





* Published by Wadsworth Publishing Co., 
431 Clay St., San Francisco, Calif. $11.65. 





DISTRIBUTION COST ACCOUNTING 
by F. M. EISNER, C.P.A. 


Describes in detail a complete and thoroughly 
tested system—from original sources to prepara- 
tion of statements for cost reduction and per- 
formance controls—reveals weak spots in major 
areas, such as: labor, inventory, salesmen’s costs, 
sales mixture, factory and marketing expenses, 
small orders, office salaries, equipment utilization, 
euned goods, credits, etc. 554 pp. $12.50. Charles 
- Eisner, 70 Linda Ave., White Plains, New York. 





concepts, 
theory, and changes in techniques for 
protection against inside thieves are here 
applied to the variety of abnormal ac- 
counting phenomena surrounding em- 
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CORPORATE RECORDS RETENTION: 
VOLUME 3 


A Guide to Requirements of State 
Governments of the U.S. $20.00 


Over 1,000 pages of easy-to-find information pinpointing retention require- 
ments for business records and quoting applicable statutes of limitations for 
all the 50 states and the District of Columbia. 


For corporate managements faced with a bewildering variety of govern- 
ment requirements—statutes and regulations—which are ambiguous, inde- 
terminate or silent on the specific kinds of records which a business must 
keep, the period for which they must be retained, or both, what is reasonable 
and realistic is difficult to determine without, at least, reference to require- 
ments of regulations applied to similar companies or classes of records by 
other governmental units. 


Now, with Volume 3, such reference is possible. Now, at last, you can base 
your retention schedules on specific statutory and regulatory requirements. 
Volume 3 is divided into 51 parts, each containing excerpts from a specific 
state's statutes and regulations pertaining to record-keeping requirements in 
the areas of Corporations General, Taxation, Labor and Industries. 


For example: Pertinent excerpts from statutes respecting limitation of ac- 
tions, abandoned property, admissibility of photographic copies, sale of 
securities, general corporation laws; record-keeping requirements (direct 
or implied) in the various tax laws and regulations; requirements pertaining 
to retention of records respecting employers’ liability, minimum wage 
standards, public works contractors, unemployment insurance, workmen's 
compensation, etc.; statutes and regulations regarding record keeping in 
those industries—banking, insurance, and utilities—whose business activities 
are closely associated with all industries. 


Quick Reference Tables—a unique cross-reference index to statutes and 
regulations of each state showing retention periods, limitations of actions, 
and page numbers of textual references containing excerpts from statutes. 


Individual tables of contents for each of the 50 states and the District of 
Columbia listing all statutes and regulations quoted and classified according 
to type: Corporations general, taxation, labor, and industries. 











Other reports in this series— 

Volume 1: A Guide to U.S. Federal Require- 
ments $10.00 

Volume 2: A Guide to Canadian Federal and 
Provincial Requirements $10.00 


Orders from outside continental U.S. and Canada must 
be accompanied by remittance. 


COS 
INSTITUTE 
__RESEARCH 
FOUNDATION 


IN C. 2 park avenue 
new york 1 6 new york 
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Essentially Equivalent 
to a Dividend 


Paul D. Seghers, William J. Reinhart, 
and Selwyn Nimaroff—Members, N. Y. Bar 


NEW volume provides a thorough, ex- 
pert analysis of the problem of when a 
corporate distribution to, or for the bene- 
fit of a stockholder might be considered “essen- 
tially equivalent to a dividend” and be taxable 


as such. At the same time, it gives careful 
attention to the question of when a distribu- 
tion gives rise to no taxable income or to a 
capital gain. Major emphasis is placed on tax 
planning, with specific do’s and don’t’s which 
greatly lessen the chance of a distribution’s 


being attacked, or will enable the taxpayer to 
defend his position if an attack does occur. (T-8) 


Each of the volumes in the Tax Practi- 
tioners’ Library focuses on a different and 
controversial section of the revenue code. 
Each breaks down findings from intensive 
study so that “hidden” information of in- 
estimable value becomes readily available; 
each includes the salient facts, the argu- 
ments, and the decisions of all significant 
court cases in quick-reference capsulized 
form—analyzed and classified according to 
governing concepts. 


Also available now . 


SOUND BUSINESS PURPOSE, Robert S. 
Holzman (T-1) 

ASSIGNMENT OF INCOME, Don J. 
Summa, CPA (T-2) 

REPAIRS VS. CAPITAL EXPENDITURES, 
James C. Wriggins and George Byron 
Gordon (T-3) 

TAX AVOIDANCE VS. TAX EVASION, 
Sydney A. Gutkin and David Beck (T-4) 

ARM’S LENGTH TRANSACTIONS, Robert 
S. Holzman (T-5) 

THIN CAPITALIZATION, Martin M. Lore 

THE TAX ON ACCUMULATED EARN- 
INGS, Robert S. Holzman (T-7) 

ORDINARY AND NECESSARY EX- 
PENSES, William K. Carson, CPA, and 
Herbert Weiner, CPA (T-9) 


p= ===USE THIS COUPON TO ORDER™ 


OQ) Please enter our subscription to the Tax 
Practitioners’ Library. First nine volumes 
to be shipped immediately on receipt of | 
this order. Other volumes to be shipped as 
published. We understand we will be 
billed for volumes as shipped at the sub- 
scribers’ rate of only $8.50 per volume. 
(] Please send the volumes in the 
Practitioners’ Library circled below. Books 
to be billed as shipped at the regular price 
of $10.00 per volume. 


| 
| T-1 T-2 T-3 
I 





Tax 


T-4 
T-8 T-9 
0 Send C. O. D. 
0 Charge my account 


T-6 T-7 
(1) Check enclosed 
CJ Bill firm 
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PR Budgeting Survey Shows 
Extensive Dispersion of Charges 


According to a survey conducted by 
the Public Relations Society of America, 
140 out of 164 reporting companies have 
public relations budgets, i.e., ‘an identi- 
fied appropriation in the annual company 
budget to cover public relations expendi- 
tures.”” However, not all such costs are 
allocated to the public relations budget; 
the practice of charging other budgets is 
extensive. 

Activities are characteristically charged 
to the same one or two budgets by most 
companies as seen in the following re- 
port of budgets charged for various jobs 
performed by the public relations depart- 
ment: 

General corporate publicity (public re- 
lations charges for press, radio, TV 
relations) —159 companies reporting: 


Public relations budget only 137 
Public relations and other 9 
Advertising: alone and with other 13 


Public relations charges for product 





publicity—155 companies reporting: 

Public relations budget only 72 
Public relations and other 23 
Advertising only 35 
Advertising and other 17 
Marketing: alone and with other 14 


Public relations charges for external 
and internal publications—155 companies 


reporting: 


Public relations budget only 85 
Public relations and other 34 
Industrial relations only 12 
Industrial relations and other 25 
Advertising only 8 
Advertising and other 18 


Public relations charges for community 
relations—155 companies reporting: 


Public relations budget only 106 
Public relations and other 25 
Operating division or plant budget or indus- 

trial relations: alone and with other 24 


Public relations charges for investor 
relations—145 companies reporting: 


Public relations budget only 70 
Public relations and other 12 
Presidential or administrative only 4 
Presidential and other 10 


Public relations charges for customer 
relations—145 companies reporting: 


Marketing budget only 50 
Marketing and other 18 
Public relations only 28 
Public relations and other 24 


Operating division or plant alone or with 
other; or unspecified budget alone or with 
other; or advertising alone or with other 25 


Public relations charges for education 
relations—138 companies reporting: 


Public relations budget only 77 
Public relations and other 22 
Unspecified budget only 12 
Presidential or administrative only 10 
Industrial relations and other 12 
Above combined with other, or industrial re- 
lations only 5 


Differing opinions are offered by the 
respondents as to the desirability of dis- 
persing charges to different budgets. For 
example: 


“PR budget should reflect that depart- 
ment’s role as a staff organization, should 
not include all monies spent by the firm 
for public relations activities. If PR de- 
partment provides guidance and assistance 
to an operating division, we believe most 
of the costs should be picked up by the 
division for whom we are doing the 
work. Cramming all identifiable PR costs 
into PR’s budget distorts the staff nature 
of the PR activity... .” 


And, from the other side: 


“At present in too many companies 
budgeting is scattered. A clear definition 
of PR objectives and principles and then 
applying these realistically to budget 
would put PR into proper perspective. 
Many companies spend far more on PR 
than the budget shows.” 


Discretion and Flexibility in Sweden’s Tax Law 


Sweden’s “book depreciation” system 
permits a taxpayer to deduct in any year 
whatever amount of depreciation on ma- 
chinery and equipment he chooses to write 
off on his books for the year, provided it 
does not exceed the limit imposed by the 
higher of the two statutory ceilings, re- 
ports Martin Norr in a recent issue of 
The Harvard Business Review. The first 
of these ceilings, the main or 30 per cent 
declining balance rule, provides that de- 
preciation in any year may not exceed 30 
per cent of the year-end book value of the 
taxpayer's machinery and equipment. 

Regardless of this ceiling, a taxpayer 
may, at any time, take a deduction large 


enough to reduce the book value of his 
entire stock of machinery and equipment 
to a figure equal to its total cost, minus 
cumulative depreciation thereon at the 
straight-line rate of 20 per cent per year. 
Whatever method the taxpayer elects to 
use in any year must be applied to his en- 
tire stock of machinery for that year; he 
cannot use the 30 per cent rule for some 
items and the 20 per cent rule for others. 
In every case, tax depreciation must coin- 
cide with book depreciation. With a five: 
year write-off available, original cost 
rather than replacement value remains the 
depreciation base. 
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Why Offset Paper Masters 






by Xerography ? 


What's xerography? 

A dry, clean, fast, electrostatic copying proc- 
ess that economically prepares offset paper 
masters for duplicating. You can enlarge, re- 
duce, or copy size to size. Original may be any- 
thing written, printed, typed, or drawn. Equip- 
ment used is called XeroX® copying equipment, 
made by Haloid Xerox Inc. 


Is XeroX copying equipment easy to operate? 

Yes. Three simple steps: exposure, dry proc- 
essing, and dry transfer. Within a few minutes 
anyone can learn the operation. No original is 
too hard to handle. There are no critical expo- 
sures or temperatures; therefore, waste of mate- 
rials from wrong exposures is negligible—al- 
most impossible. 


How about quality? 

Superb. Often it’s hard to tell copies from the 
original. That’s why many office-service and en- 
gineering-reproduction departments use XeroX 
copying equipment exclusively for the prepara- 
tion daily of hundreds of offset paper masters. 


Can a copy ever be better than the original? 


Yes. Copies of dog-eared and cracked engine- 
ering drawings, carbons of bills of lading look 
far better than the originals when the masters 
are prepared by xerography. 


What about costs? 


Costs are surprisingly low. There are many 
reasons: xerographic materials cost only a few 
pennies per master. No special offset paper mas- 
ters are required and none are wasted. Opera- 
tor’s time is lower because there are no critical 
adjustments for exposures. The more you need 
offset paper masters, the more you'll save by 
xerography over any other method. 


No wet chemicals? 
None whatever. No peel-apart either. And, of 





course, there’s no changing of chemicals—no 
“KP” for an office girl at today’s higher salaries. 


How about length of runs? 


You get much longer runs from masters pre- 
pared by xerography. Because of their durabil- 
ity, xerographic images do not break down from 
wet chemicals, thus last longer, and produce 
much lengthier runs—5,000 and 10,000 copies 
are not uncommon. 


Do masters have to be ‘‘hardened”’ after prepara- 
tion by xerography? 

No. They are ready immediately for the du- 
plicator and, unlike photographically prepared 
masters, they don’t require remoistening to pre- 
vent fill-in if the machine stops during the run. 


Any need of a darkroom? 


None. XeroX copying equipment is operated 
in full roomlight. 


Will XeroX copying equipment make other types 
of duplicating masters? 

Yes, xerography is the world’s most versatile 
copying process. XeroX copying equipment al- 
so prepares translucencies for diazo-type dupli- 
cators, spirit masters for spirit duplicators, and 
metallic masters for offset duplicators. 


Who uses xerography? 

Most of the best known companies in Ameri- 
ca and Canada—and nearly all government 
agencies where duplicating is required. 


Where can | find out more about xerography and 
offset duplicating? 


Write today for our XeroX copying equip- 
ment brochure. It shows you how to speed pa- 
perwork duplicating and save thousands of dol- 
lars yearly by xerography. Haloid Xerox Inc., 
60-126X Haloid St., Rochester 3, N. Y. Branch 
offices in principal U.S. and Canadian cities. 
Overseas: Rank-Xerox Ltd., London. 


HALOID 
XEROX 








Tax Fraud Convictions Up 50 Per Cent 


Nearly 50 per cent more convictions re- 
sulted from personal income tax fraud 
prosecutions in the last seven years than 
during the previous 20 years, according 
to Commerce Clearing House. 

Figures released by the Tax Division of 
the Justice Department show that the 
fiscal-year period 1953-1959 produced 
4,344 successful prosecutions of tax eva- 
sion cases, compared with 2,900 during 
the previous 20 years. 

With additional funds now allotted for 
tax fraud investigations, a considerable 
step-up in the tax enforcement program 
can be expected in 1960, with a probable 


increase in criminal prosecutions. Of the 
541 fraud cases which came to trial during 
1959, 497 or 92 per cent resulted in con- 
victions, imposing fines or jail terms, or 
both. 

An increasing tendency on the part of 
courts to mete out jail sentences to per- 
sons convicted of personal income tax 
fraud is also shown by the official figures. 
Prison terms averaging 15 months were 
received by 36 per cent of those convicted 
in fiscal 1959. This compares with the 
1958 record of jail terms averaging one 
year in 31 per cent of the convictions. 

Total fines assessed in tax fraud con- 
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TABULATING CORPORATION 








TABULATING - COMPUTING - CALCULATING 
+ TEMPORARY OFFICE PERSONNEL 


* CLEVELAND - 


Today, there’s no reason for any com- 
pany to pass up the speed, savings and 
accurate business controls made possible 
by clerical automation. 

STATISTICAL’s low-cost data- 
processing service makes the advantages 
of automatic techniques available to 
any company—large or small. 

If you do not have tabulating equip- 
ment, STATISTICAL provides the 
methods, manpower and machines to 
process the reports you need on a pay- 
as-used basis. This gives you all the 
benefits of electronic data-processing 
without the expense of installing more 
equipment and hiring extra help. 

For companies with tab departments, 
STATISTICAL can help save time and 
money on overloads and special assign- 
ments, and supply computer service 
to tie in with conventional equipment 
for still greater economies. This computer 
service is also available for initial 
programming, for overloads or for 
continuing work that does not warrant 
your own installation. 





Ask for brochures covering 
these specific services: 

Computer Service 

Sales Analysis 

Inventories 

Accounts Receivable and Payable 

General Accounting 

Production Planning 

Payroll 

Insurance Accounting 

Association Statistics 

Market Research Tabulations 


+ + + + + + HH H HF 











Write or phone for full details 





General Offices: 

53 West Jackson Blvd. 
Chicago 4, Illinois 
Phone: HArrison 7-4500 
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victions have likewise increased, rising in 
fiscal 1959 to about $2.2 million. Fines in 
fiscal 1958 amounted to $2 million and 
to only $1.5 million in 1957. 

Among the income tax return areas to 
receive increasingly close scrutiny are false 
or fictitious dependency exemption claims 
and the wilful omission of dividend and 
interest income items from tax returns, 

Although the dollar amounts involved 
in such cases are usually small, the total 
impact on federal tax collections is sub. 
stantial, CCH said. 

For the first time, 1959 saw the con- 
viction of an employer, under a 1958 law, 
for failure to comply with an Internal 
Revenue Service directive to establish a 
trusteed account for Social Security taxes 
withheld from employes’ wages. 

The Justice Department report also 
points to a speed-up in time needed to 
process fraud cases before actual prosecu- 
tion begins. In the period 1949-1952 the 
review process took an average of over 
eight months per case, while in the 1956- 
1959 period the average case was ready 
for prosecution within two months. 


Office Equipment 
and Furniture Rental Survey 


A recent survey on rental of office 
equipment and furniture, conducted by 
the National Office Management Asso- 
ciation, revealed that, of the 1500 com- 
panies reporting: 

Twenty per cent rent office machines 
while only two per cent rent office furni- 
ture ; 

Fifty-eight per cent standardize on ma- 
chines; 51 per cent on furniture; 

Thirty-two per cent have formal te- 
placement policies on machines; 38 on 
furniture. 

Fifty-seven per cent have depreciation 
policies on machines. Most of this group 
use the average life for all machines as 
the basis for depreciation using the 
straight-line method. Eighty per cent have 
depreciation policies on office furniture, 
most of them using the straight-line 
method. In most cases, the basis of de- 
preciation was the average life of all 
furniture. 

Eighty-seven per cent have service 
agreements to cover the maintenance of 
machines. 


Union Membership Drops 


Union membership in the United States 
declined from a high of 18.5 million in 
1956 to 18.1 million in 1958, reports the 
National Industrial Conference Board. Of 
the six largest unions, the Steelworkers 
and the Automobile Workers lost nearly 
300,000 members each during this period, 
and the Carpenters 15,000. The remaining 
three—the Electrical Workers, Teamstets, 
and Machinists—gained 75,000, 50,000 
and 43,000 respectively. 


THE CONTROLLER * JUNE, 1960 








XUM 


Bi 


1g in 
es in 
and 


as to 
false 
laims 
| and 


slved 
total 
sub- 


con- 
law, 
ernal 
ish a 
taxes 


also 
-d to 
SeCu- 
2 the 

over 
956- 
ready 


office 
d by 
Asso- 
com- 


hines 
urni- 


1 ma- 


1 re- 
8 on 


ation 
yroup 
eS as 
- the 
have 
iture, 
t-line 
f de- 
f all 


ervice 
ce of 


States 
on in 
ts the 
d. Of 
orkers 
nearly 
eriod, 
ining 
asters, 
0,000 


;, 1960 








XUM 


CONTROL 


AT SHELL 


J. W. Haslett, Methods and Procedures Manager, Shell Oil Company 


How Shell Oil gets out 50,000 statements a day 





Build control with 


MOORE BUSINESS FORMS 


Shell Oil Company’s new automated system 
speeds the processing of paperwork involving 
60,000,000 forms. The system maintains a high 
degree of accuracy, and has improved billing 
service to over 1,000,000 credit card customers. 


The basic unit in the system is the sales ticket— 
a two-part tab card set. At the time of sale, the 
customer’s credit card is used to imprint his 
name and address; the details of the transac- 
tion are entered by hand. Part 2 of the ticket 
goes to the customer. The tab card (Part 1) 
is forwarded to the company’s main office, 
where the handwritten information on the card 
is punched into the card itself. 


The cards are mechanically sorted and filed by 
account. At the end of a billing cycle, they are 


run off on electric accounting machines which 
automatically print a complete statement and 
punch a return card for the customer. After 
being microfilmed as a permanent record, the 
cards are sent with the statement. 


Automation has virtually eliminated transcrib- 
ing errors. Processing is faster at every stage, 
from the point of sale to the reconciliation of 
receipts. The sales ticket is a specially designed 
Moore form—the Company’s control in print. 


The Moore representative worked closely with 
Shell in developing the forms that make this 
ADP (Automated Data Processing) system 
work. For more details on what Moore can do 
to speed your paperwork, get in touch with the 
nearest Moore office. No obligation, of course. 








MOORE BUSINESS FORMS, INC. 
Niagara Falls, N. Y. - Denton, Texas 
Emeryville, Calif. - Over 300 offices 
and factories throughout the U. S., 
Canada, Mexico, Cuba, Caribbean 
and Central America. 
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New Book Maps 
Records-Retention Maze 


The diversity of laws and regulations 
governing business in the 50 states makes 
records management a complex job for 
companies doing business in more than 
one state. In addition to varying require- 
ments as to the nature and content of 
records to be kept, each state differs in 
regard to how long certain records must 
be kept, according to Controllers Institute 
Research Foundation in its new hand- 
book, Corporate Records Retention, Vol. 
3: A Guide to Requirements of State 
Governments of the U. S. 

Unemployment insurance, which pre- 
vails in every state, differs widely in terms 
of the records each political unit requires, 
the handbook shows. In Alaska and Ore- 
gon, three years suffice for records of re- 
muneration paid to each employe; in 
Kentucky, Michigan, and New York they 
must be kept for six; Arizona, Delaware 
and 18 other states specify four years; 
15 more require keeping them for five. 
Ten other states and the District of Co- 
lumbia do not Specify when such records 
may be destroyed. 

All but 14 of the states have taxes on 
sales, use or gross receipts. Their rules 
on records retention range from two years 
in Missouri, North Dakota and South 
Dakota, to six in Michigan and Penn- 
sylvania. At the other end of the varia- 
tions scale, only two states place a re- 
tention limit on stock books and books of 
account. Mississippi permits their destruc- 
tion in three years, Wisconsin in ten. All 
others, plus the District of Columbia, fail 
to specify any retention period. 

All the states, but not the District of 
Columbia, provide authority for photo- 
graphic copies of records and their use in 
evidence. In most cases the wording of 
the law is identical, providing mainly 
that a reproduction is admissible if made 
in the regular course of business and 
when satisfactorily identified. Four states 
go further, the Foundation’s analysis 
shows; for example, Alabama requires 
that the custodian provide for the ready 
location of particular records on film and 
a means for viewing them by all author- 
ized persons; Illinois has special rules 
governing access by the state to reproduc- 


olen 


tions of records; in Tennessee photostatic 
records are admissible only if their cus- 
todian is bonded for $5,000 or more. 


Expense Accounts Should 
Reflect Rank, They Say 

It probably wasn’t planned that way, 
but additional credence has been given 
Parkinson’s new law—expenditure rises 
to meet income—as a result of a recent 
Harvard Business Review survey which 
finds executives feel expense accounts 
should rise with rank. Summing up the 
views of 2,800 executives surveyed, the 
magazine observes: ‘All executives are 
expected to be comfortable when away 
from home, but some can be more com- 
fortable than others.”’ 

Other survey findings include: 

Few companies set explicit limits on 
expenditures, preferring to trust the good 
judgment of executives. 

The higher an executive's rank, the 
less likely it is he will be required to sub- 
mit a detailed accounting of how he 
spends expense money. 

More than half of the companies sur- 
veyed pay for phone calls home, and 
about half pay for cleaning and laundry. 

Almost all companies pay automobile 
expenses. Mileage payments range from 
seven to fifteen cents a mile, with the 
bulk paying twelve cents a mile. 


Frequency of Use Supplies Key 
to Proper Office Inventory Control 

Experience shows that only 10 to 20 
per cent of the items in the average of- 
fice’s inventory comprise about 80 per 
cent of the dollar value of the inventory. 
It is on this 10 to 20 per cent that atten- 
tion should be concentrated to achieve 
proper inventory control, Dr. James L. 
Lundy, sales administration and control 
manager of Photostat Corporation, told a 
recent American Management Association 
seminar. 

A suggested formula for predetermin- 
ing a reordering schedule was based on 
the quantity of any item used during the 
course of a year, the per cent of total 
storage cost per item and the cost in terms 
of labor, time and material of preparing 
the purchase order and placing the order. 
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The cost of storing goods should equal 


the expenses involved in acquiring them 
it was pointed out, if minimum tot 
acquisition and storage cost is to be 


realized. 


Increases in Productive Capacity 


Thousands of new plants will be built 
in the decade ahead but the big gain in 
productive capacity will come from mod. 
ernization of existing plants, according 
to a survey of 197 companies by Dyn’; 
Review and Modern Industry. Automa. 
tion is seen as a prime factor in de. 
termining whether to build a new plant 
or modernize an already existing one, 
Since automated equipment usually takes 
up a great deal of space, the decision to 
rebuild or modernize will depend on 
available space in the old plant. Built-in 
flexibility was cited as a prime requisite 
for the building which will not outgrow 


its usefulness. 


A rundown of production capacity 
gains being planned by many of the 197 
companies in the survey shows: 


Industry: 


Food Products 
Paper Products 
Chemicals & Al- 
lied Products 
Stone, Clay & 
Glass Products 
Primary Metals 
Machinery (non- 
electrical) 
Electrical 
Machinery 
Transportation 
Equipment 
Instruments & 
Like Products 


Interest in Fiscal ‘61 


Planned 
Increase 


in 


Capacity ization 


20% 
35 


30 


20 
35 


25 
40 
50 


75 


% of Increase 
Resulting from: 





Modern- New 

Plant 

50% 50% 
40 60 
25 75 
40 60 
50 50 
50 50 
40 60 
50 50 
80 20 


The second biggest item in the federal 
budget, topped only by national defense, 
is the interest on the national debt. It will 
cost taxpayers more than $9 billion in 
the 1961 fiscal year, starting July 1, 1960, 
and will amount to nearly one eighth of 
all budget outlays. 


Executive Job Mart 


Down Slightly 


Big business firms will be looking 


for fewer high-paid executives in the | 


coming months of 1960 than was the 
case during the second half of 1959. A 
survey by Executive Manpower Corpo- 
ration of New York indicates that some 
145 firms, averaging annual sales of $106 
million, indicated a need for about 2.5 
top men per company in the next six 
months. A similar inquiry in June of 
1959 showed large companies wanted an 
average of 3.2 executives for openings 
paying from $10,000 to $100,000 a year. 

Of the 365 jobs available among the 


participating companies, the biggest nee 
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was for sales executives (27.1 per cent), 
followed by engineering management 
(22.5 per cent), manufacturing /produc- 
tion specialists (18.6 per cent), market- 
ing/advertising management (11 per 
cent), and financial management (9.5 
per cent). 


30,000 Predicted to “Go Public” 

By 1975 some 30,000 businesses (out 
of a potential 150,000 likely candidates) 
now in private hands will have become 
ublicly owned corporations, predicted 
Robert A. Weaver, Jr., president of the 
Bettinger Corp., Milford, Mass. He de- 
fined “‘likely candidates” as “all com- 
panies with over $250,000 in assets and 
in the right kinds of business, and about 
one third of those with between $50,000 
and $100,000 in assets.” 

Addressing an American Management 
Association session, Mr. Weaver attrib- 
uted this increasing interest in public 
financing to continued tight-money pol- 
icies, high interest rates, more inflation, 
continued high taxes, rising wages, and 
the high costs of carrying inventories and 
of new equipment. 


Record Year for Investment Plan 


The New York Stock Exchange's 
Monthly Investment Plan had its best 
year in 1959 when MIP investors set 
these records: 

Started 46,000 Plans—almost 25 per 
cent of all Plans begun since 1954. 

Invested $42 million—more than 25 
per cent of MIP investment to date. 

Made 420,000 individual payments— 
one fourth of the total since 1954. 

Bought nearly a quarter of total shares 
purchased to date. 

Started an average of 180 Plans per 
day compared to previous yearly high of 
145 in 1958. 


EDP Bibliography Available 


A bibliography on electronic data proc- 
essing is available from Lybrand, Ross 
Bros. & Montgomery of New York. It 
covers articles published in approximately 
75 periodicals in 1959 and is arranged 
according to subject. 


Happy Birthday, Old Bean! 


That young but venerable institution, 
the coffee break, was recently honored 
with a birthday party, complete with a 
125-pound cake, during the morning 
snack at Mutual of New York. This com- 
pany made a pioneering effort ten years 
ago to cut the time lost by an average of 
800 secretaries, clerks and vice presidents 
going out for coffee by arranging for 
what is considered the first coffee wagon 
service in a New York office building. 
The insurance company figures it loses 
only half the time it would if its present 
2,200 employes left the building for coffee. 





“AUTOMATABELS... 





SO EFFICIENT, 








® 






SO THRIFTY!” 


Start saving up to 10% right now with 
Ever Ready’s new pin-feed automatic 
labels. These amazingly inexpensive 
‘“‘Automatabels” have refashioned auto- 
matic labeling and proved a consider- 
able savings for banks, insurance firms, 
schools, government agencies and vir- 
tually every type of business. In three 
sizes, thrifty ‘““Automatabels” will op- 
erate smoothly and effectively in every 
business machine with a pin-feed platen 
or tractor feed, and in addition, are 
used extensively in convenient roll form 


for all platen feed typewriters. 

‘‘Automatabels” are pressure sensitive 
and will adhere to almost anything. 
Their adhesive provides a smooth- 
as-glass surface when applied to tabu- 
lator cards, assuring perfect operation. 
Ever Ready’s 50 years of label experi- 
ence guarantees the finest quality at 
quantity prices. Send coupon below 
today for more detailed information 
on “Automatabels” and Ever Ready’s 
Label Idea Kit. ““Automatabels” come 
in roll form and fanfolded packs. 





4 EVER READY LABEL | 
| CORPORATION 

| 357 Cortlandt Street - Belleville 9, New Jersey 
: leaders in label printing for almost half a century. | 
| Mr. Theodore E. Lash | 
| Comptroller | 
| [_] Please send me detailed information regarding ‘‘Automatabels.”’ | 
[_] Please send me actual samples of your ‘‘Automatabels.”’ 
| [_] Please send me Ever Ready's Label Idea Kit. | 
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TOP MEN... 

Harold S. Kuhns was recently elected 
chairman of the board of HALOoID XEROX, 
INc., Rochester, N. Y. Mr. Kuhns is a 
past president of the Rochester Control 
of Controllers Institute. . . . James A. 
Trainor is now president and chief ex- 
ecutive officer of Commercial Controls 
Corporation, Rochester, N. Y. Mr. Trainor 
is a past director of Controllers Institute 





MR. KUHNS 


as well as past president of the Rochester 
Control. . . . Francis D. Weeks has been 
elected chairman of the Lamson Corpora- 
tion, Syracuse, N. Y.; he has served as 
president of the Syracuse Control. 


NEW CONNECTIONS .. . 


F. Norman Anderton was named treas- 
urer of Vulcan Materials Company, Bir- 
mingham, Ala. . . . C. Kenneth Groves is 
now affliated with Erie Resistor Corpora- 
tion, Erie, Pa., as vice president and con- 
troller. . . . The appointment of Ralph 
W. Kindley as controller of Stromberg Di- 
vision of General Time Corporation, 
Thomaston, Conn., was announced re- 
cently. . . . Hobart M. Brown is chief of 
the Auditing Department of Sault Sav- 
ings Bank, Sault Ste. Marie, Mich. Mr. 
Brown is a past president of the Toledo 
Control of Controllers Institute... . 
Raymond W. Brunk became controller of 
United Shapely Mfg. Co., St. Louis, Mo. 
. . . Raymond M. Krehel has been named 
controller of Colgate University, Hamil- 
ton, N. Y. 

Herbert C. Knortz has joined Mack 


MR. TRAINOR 


controller of Spice Islands Company, So. 
San Francisco, Calif. . . . F. H. Neisser 
has assumed the responsibilities of sec- 
retary, treasurer-controller of Nicolai Door 
Manufacturing Co., Portland, Oreg. . . . 
Paul L. Pease has been appointed vice 
president-finance and a director of Re- 
public Supply Co. of California, Los 
Angeles, Calif. . . . Victor G. Trivett is 
the controller of Ryder Truck Rental, 





MR. WEEKS 


Inc., Miami, Fla. . . . C. Randolph Wade 
recently became treasurer of Balfour 
Guthrie & Co., San Francisco, Calif... . 
J. Curran Freeman has been elected vice 
president-finance of the Crane Company, 
Chicago, Ill. Mr. Freeman is currently 
president of the Dallas Control of Con- 
trollers Institute. 


MR. PEASE 





sion, Burns and Roe, Inc., New York 
. . . Harold T. Rappe, treasurer and 
director-finance, Sealright-Oswego Falls 
Corporation, Fulton, N. Y.... August 
J. Thoma, vice president and controller, 
Air Reduction Company, Inc., New York 
. . . Samuel M. Woronoff, treasurer, Cott 
Beverage Corporation, New Haven, Conn, 


ADDITIONAL DUTIES .. . 


Thomas F. Willers, vice president, 
treasurer and comptroller of Hooker 
Chemical Corporation, Niagara Falls 
N. Y., has been elected president of 
Hooker Chemicals Ltd., a subsidiary, 
. . . William C. Watson, vice president 
and treasurer, Chesebrough-Pond’s Inc, 
New York, has been elected president of 
the International Division. . . . E. Kent 


Damon was elected vice president, treas- 
urer and secretary of HALOID XEROX, INC, 
Rochester, N. Y. 

B. F. Goodrich Co., Akron, Ohio, has 
named John N. Hart vice president and 





MR. FREEMAN 


controller. . . . Walter W. Stegman tre- 
cently became secretary and treasurer of 
Kroehler Manufacturing Company, Naper- 
ville, Ill. . . . Clarence B. Rex has as- 
sumed the responsibilities of vice presi- 
dent and treasurer of his company, U. S. 
Industries, Inc., New York. ...L. F 
Spaulding was recently elected comptrol- 





MR. ANDERTON 


NEW DIRECTORS... 

The following have recently been 
elected directors of their companies: C. N. 
Christy, treasurer, Highway Trailer Com- 





Trucks, Inc., Plainfield, N. J., as control- pany, New York. . . . Judson G. Hyde, 
ler. . . . Stuart W. Lundberg was named _ treasurer-controller-director, finance divi- 
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MR. KINDLEY 


MR. REX 


ler and assistant treasurer of Kane & 
Roach, Inc., Syracuse, N. Y. 

W. E. West is now vice president, treas- 
urer and controller of Nationwide In- 
surance Companies, Columbus, Ohio. vee 
David K. Bouton recently became vice 
president, secretary and treasurer of Mc 
Kiernan-Terry Corporation, Harrison, N.]. 
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MR. VAN PELT 


Carl F. Cunningham has been named 
secretary and controller of the Griffith 
Laboratories, Ltd., Toronto, Ontario, Can- 
ada. Mr. Cunningham is currently serving 
as president of the Toronto Control of 
Controllers Institute. . . . John T. Scar- 
lett is vice president and general manager 
of Cosmos Imperial Mills Limited, Hamil- 
ton, Ontario, Canada and was recently 
elected a director. Mr. Scarlett is a past 
president of the Hamilton Control of 
Controllers Institute. .. . The election 
of John V. van Pelt Ill as vice president- 
finance and controller of Vulcan Ma- 
terials Company, Birmingham, Ala., oc- 
curred recently. Mr. van Pelt is serving 
as a trustee of Controllers Institute Re- 
seatch Foundation and was vice president 
of CIRF, 1958-59. 


COMPANY CHANGES .. . 

The election of Louis A. Mertz as senior 
vice president and Edward T. Fitch as vice 
president-finance of Dravo Corporation, 
Neville Island, Pittsburgh, Pa., was an- 
nounced recently. Mr. Fitch is the current 
president of the Pittsburgh Control of 
Controllers Institute. Joseph V. Newman 
was named controller, succeeding Mr. 
Fitch. 


PROMOTIONS ... 

Virginia-Carolina Chemical Corp., Rich- 
mond, Va., has named Edward R. Adams 
vice president-finance. . . . Arnold W. 


MR. SLOFF 


Carlson is now assistant to the president 
of Time, Inc. New York....E. L. 
Dumas recently became vice president-fi- 
nance of Twin Coach Company, Buffalo, 


N.Y... . Russell C. Galbraith has been 


named vice president-administration of 
the Electronics & Avionics Div., Lock- 
heed Aircraft Corporation, Burbank, Calif. 


MR. SCARLETT 





MR. SUNDBERG 


MR. MERTZ 


The election of W. H. Greenfield as 
senior vice president of Republic Na- 
tional Bank of Dallas, Dallas, Texas, was 
announced recently. . . . Meredith Pub- 
lishing Company, Des Moines, lowa, re- 
cently named Payson Hall as executive 
vice president. Mr. Hall is a past presi- 
dent of the Iowa Control of Controllers 
Institute. . . . W. P. Haynes was elected 
controller of Central of Georgia Railway, 
Savannah, Ga. . . . Robert E. Kenoyer 
has been appointed vice president and 
general manager of the Sylvania Home 
Electronics Div., Sylvania Electric Prod- 
ucts Inc., Batavia, N. Y. 

Harold C. Mason recently became di- 
rector of international finance of S. C. 
Johnson & Son, Inc., Racine, Wis... . 
Max Simpson is now deputy comptroller 
of Socony Mobil Oil Company, New 
York. He is currently serving as president 
of the Newark Control of Controllers In- 
stitute. . . . The election of Franklin Sloff 
as assistant controller of Borg-Warner 
Corporation, Chicago, IIl. was announced 
recently. . . . Einar W. Sundberg has 
been named treasurer of E. W. Bliss 
Company, Canton, Ohio. . . . A. J. Zac- 
cardi was recently elected controller of 
Air Reduction Company, Inc., New York. 


NEW APPOINTMENTS .. . 

Fred P. Hadeed is comptroller of Com- 
mercial Controls Corporation, Rochester, 
N. Y. ... John J. Jacquette recently 





MR. ZACCARDI 


became vice president, secretary and con- 
troller of Hawaiian Telephone Co., Hono- 
lulu, Hawaii. . . . James R. Kennedy was 
named vice president-finance, Celanese 
Corporation of America, New York. . . . 








THE COMTROUER............... 














MR. RICE 


MR. FITCH 


A. M. Wood was elected vice president, 
secretary and controller, Sears Roebuck 
& Co., Chicago, Ill. . . . C. T. Neumann 
was made director, local accounting of 
Green Giant Company, LeSueur, Minn. 

. . Thomas J. O’Connor has been ap- 
pointed controller of International Cigar 
Machinery Co., a subsidiary of American 
Machine & Foundry Company, New 
York. . . . Vernon R. Shaffer has been 
elected comptroller of the First National 
Bank of Cincinnati, Ohio. . . . The elec- 
tion of Leon V. Braknis as controller and 
chief financial officer of American Metal 
Products Company, Detroit, Mich., was 
announced recently. . . . Joseph J. Rice 
is now treasurer of the Udylite Corpora- 
tion, Detroit, Mich. 


EXTRACURRICULAR ACTIVITIES .. . 


Ralph H. Smith, retired controller of 
the Cleveland Electric Illuminating Co., 
Cleveland, Ohio, was elected chairman of 
the Salvation Army's Northeastern Ohio 
Advisory Board. . . . Robert H. Shepler, 
vice president and comptroller, Denver 
United States National Bank, Denver, 
Colo., will be among the faculty members 
for the 10th annual Colorado School of 
Banking in Boulder, Colo., this summer. 

. . James Caldwell, controller, Mont- 
gomery Ward & Co., Chicago, Ill., and 
C. Robert McBrier, vice president-finance 
Woodward & Lothrop, Inc., Washington, 
D. C., have been appointed to serve on 
the Advisory Committee of the Retail Re- 
search Institute of the National Retail 
Merchants Association. 


SPEAKERS ... 

Among those who participated in the 
American Management Association's Fi- 
nance Seminars at the La Salle Hotel, 
Chicago, IIl., May 16-18, was R. F. Wal- 
lace, secretary and controller, Outboard 
Marine Corp., Waukegan, IIl., who 
chaired the session on “Improving Your 
Company's Relations with the Profes- 
sional Financial Community.” Acting as 
co-chairmen of the session on ‘‘Organiza- 
tion and Administration of the Control- 
ler's Job’ were: Robert W. Bowman, con- 
troller, Lukens Steel Co., Coatesville, Pa., 
and J. C. Evans, controller, Wagner Elec- 
tric Corp., St. Louis, Mo... . Earl R. 
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DESIGNERS 


Le 53 Park Pl., New York 7, N. Y., WOrth 2-6080 —! 


PLANNERS 


Expert Space 
Planning Means 
Efficient and 
Economical 
Office Operation 





A NEW APPROACH TO 


BUDGETING 


Write for Information 


McCORMICK & COMPANY 


Consulting Engineers 
Park Building Yonkers, N. Y. 








ACCOUNTING CONTROLLER 


for 
Very Large and Expanding Multi-Corporate 
Manufacturing Company 

Must possess broad management abil- 
ities with practical experience in heavy 
consolidation and complicated account- 
ing work. Prefer under 40. 

This position is at the top manage- 
ment level. Responsibilities include com- 
plete management of accounting and 
budget departments with opportunity for 
further growth in management. 

Executive offices located in very de- 
sirable large city in southeast. Excellent 
salary and generous benefits. 

Please submit complete resume and 
salary requirements. 

THE CONTROLLER—BOX D2455 
Two Park Avenue New York 16, N. Y. 














APPRAISAL SERVICE 


*Property, cost and 
general accounting 


Appraisals for property ledger 


records . . . depreciation and ob- 
solescence studies . . . fixed asset 
accounts . . . intangible property 


valuations, good-will, trademarks, 
patents . . . continuous and up-to- 
date property records. 

In addition, Lloyd-Thomas ap- 
praisals meet all valuation needs 
for insurance, corporation finance, 
property records. 

For complete information, write 


Dept. CON. 


THE LLOYD “THOMAS co. 


Recognized Appraisal Authorities 
4411 Ravenswood Ave., Chicago 40, IIl. 


Representatives Coast to Coast 
First for Factual Appraisals Since 1910 


Ba 





Personal Notes 
(Continued from page 297) 


Uhlig, vice president-finance and con- 
troller, the Martin Company, Baltimore, 
Md., was one of the speakers at the 
Orientation Seminar of AMA at the Hotel 
Astor, New York, May 2-6. . . . James 
J. Doyle, director of finance, the Port of 
New York Authority, New York, acted 
as chairman of the ‘Corporate Cash Man- 
agement” session held at the Astor, May 
23-25. . . . Robert B. Jones, vice presi- 
dent and comptroller, New England Tele- 
phone and Telegraph Company, Boston, 
Mass., discussed the ‘Business Outlook 
for New England” at a recent meeting 
in Boston of the National Industrial Con- 
ference Board. 

The conference of National Retail Mer- 
chants Association held recently at the 


| St. Francis Hotel, San Francisco, Calif., 








had the following speakers and subjects 
on its program: C. Robert McBrier, vice 
president-finance, Woodward & Lothrop, 
Washington, D. C., “The Ultimate Goa] 
—IDP”; Harry W. Krotz, Jr., treasurer, 
J. W. Robinson’s, Los Angeles, Calif, 
“Merchandise Information’; James £. 
Caldwell, controller, Montgomery Ward 
& Co., Chicago, Ill., ‘““Merchandise Re. 
plenishment”’; and Wesley S. Bagby, 
controller, Pacific Mutual Life Insurance 
Co., Los Angeles, Calif., ‘Management 
Appraisal—Past, Present, Future.” 


AUTHORS ... 

Robert W. Jeffreys, executive vice pres. 
ident, Merrimack Valley National Bank, 
Andover, Mass., is the author of an article 
which appeared in the April 1960 issue 
of Axditgram entitled “Keep Balances 
Up With Modern Service Charge Pol- 


icies.”” 


Capital Goods Marketing in the Next Decade 


Marketing in the sixties will be in an 
environment of intensively competitive 
markets constantly requiring new meth- 
ods and techniques to serve them, reports 
Richard MacNabb, secretary and econ- 
omist for the Machinery and Allied Prod- 
ucts Institute, in a recent issue of the 
Capital Goods Review. Scme of the major 
problems and opportunities spotlighted 
for the capital goods industry are: 

Foreign marketing—Goods that were 
merely shipped abroad must now be sold 
abroad. The marketing organization must 
be able to sell products produced in com- 
pany plants located in various countries 
throughout the world in both foreign and 
domestic markets. Sales and promotional 


| techniques must be attuned to the de- 





mands of both these markets. It may 
mean accommodating foreign licensing, 
subcontracting, and other such arrange- 
ments in the marketing structure. The 
necessity for increased market intelligence 


| with respect to foreign markets will mean 
| a reorientation of what, in many com- 
panies, is now a purely domestic market 


research organization. 
Market research and new product de- 


| velopment—Research and development is 


not only producing new products (with ac- 
companying new-product marketing prob- 
lems) but new applications for established 


| products. Product lines are being crossed 


within and between industries resulting 
in #ntra-industry competition such as the 
current “battle of the metals.” Present 
markets, in some instances, are declining. 
Marketing personnel must be alert to 
these shifts and flexible enough to iden- 
tify and take advantage of new markets 
which may be entirely strange to present 
company operations. 

Selling engineering knowledge—Lack 
of emphasis on engineering knowledge 
as an end product or major component 


has led to a failure to recover engineering 
costs in proper evaluation of cost and 
preparation of bids. To recover total costs, 
it will be necessary to get away from the 
traditional concept of measuring the value 
of equipment in terms of so much per 
pound when industries are in the business 
of selling highly specialized applications of 
engineering knowledge. Also, as specifica- 
tions for equipment grow more and more 
complex and engineering proposals grow 
correspondingly costly, estimates should 
be paid for much as an architect receives 
compensation for drawing up plans. 

The replacement market for capital 
goods—The potential for vigorously ex- 
panding replacement requirements pre- 
sents increased opportunities for concen- 
tration on selective selling to this market. 
The organization of well-planned sales 
programs for specific target areas, sup- 
ported by selective advertising and pfo- 
motional campaigns, provides new chal- 
lenges for effective marketing. 

Financing capital goods—Such finan- 
cial devices and techniques as leasing of 
industrial equipment and the use of cap- 
tive finance companies, including the fi- 
nancing of exports through export credit 
facilities, should be reviewed in the light 
of marketing considerations. Captive fi- 
nance companies frequently have been 
overlooked as a marketing tool. 

Marketing costs—As production be- 
comes more automatic, production costs 
will become more determinable and pet- 
haps smaller. Therefore, control of mar- 
keting costs and maximization of the pay- 
off from marketing expenditures are 
becoming increasingly important. The first 
problem is one of identification of such 
costs. Basically, what is needed is to put 
the same spotlight on marketing costs 
that for so many years has been focused 
on production costs. 
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Evolution of Accounting ina 
Global Airline 


(Continued from page 269) 

turers to develop a machine that will read 
from a document directly into magnetic 
tape without having first to be transcribed 
on a card. Such a scanning machine, read- 
ing data appearing on the documents in 
metallic ink, or embossed, or however 
else it would be handled, would bypass 
the dreadful bottleneck now existing in 
the enforced use of tabulating machine 
cards. 


SERVICING PIECES OF PAPER 


The Accounting Department is a serv- 
ice organization whose function it is to 
process fiscal matters created by company 
activities. The company activities which 
require servicing are generally evidenced 
by pieces of paper, of varying types, 
colors and quantities. These are processed 
to the point where they are ultimately 
disposed of, either through passing out 
of the department or through being filed 
or otherwise dealt with. In the process of 
servicing these pieces of paper, new series 
of pieces of paper are originated and 
these have like treatment. 

A fast-growing organization like Pan 
American needs to take stock of its pro- 
cedures from time to time, so as to elimi- 
nate burdensome paper work which may 
have been building up. Pan American’s 
Accounting Department has accordingly 
taken a leaf from the book of engineers 
and other straight thinkers and has dra- 
gooned flow charts into its processes, with 
distinct results in saving in work-load. 

Each piece of paper has its own flow 
chart, with one trail representing each 
copy of the piece of paper, with a descrip- 
tive symbol appearing on the trail wher- 
ever any operation is performed on any 
piece of that paper. 

Three questions are immediately di- 
rected at the flow charts: 


1. Why does the underlying document 
exist at all? 

2. Why are there so many copies? 

3. Why is so much done to them? 


Examination of the flow charts readily 
discloses those areas where there seem 
to be too many lines and therefore too 
many pieces of paper, and also where the 
operations appear to be too numerous or 
too unimportant to be permitted to con- 
tinue. All routine activities are thus cata- 
logued and made subject to technical re- 
View. 

Historically, flow charts prepared in 
this manner frequently do not entirely 
tesemble the actual procedures in effect 
ptlor to preparation of the flow charts, 
since outdated and wasteful operations 
are frequently eliminated during such 
preparation. In such cases, the newer and 
More simplified procedures are the ones 
actually flow-charted. 
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Reproduction of the final flow charts 
form a welcome addition to the written 
manual of procedures being used by the 
Accounting Department, to which manual 
and printed forms they are related when 
prepared, and new employes are able far 
more readily to grasp the nature of their 
duties and to see how they fit into the 
global picture. 


CONTROLLED TOLERANCE 
ACCOUNTING 

Modern accounting calls for wringing 
every drop of value from each figure 
created from operations of the company, 
by permutations and combinations and 
other professional gyrations which give 
comfort and guidance to intelligent man- 
agement. 

Since slavish accuracy at trivial levels 
is seldom essential to such management, 
a mechanism we have named “‘controlled 
tolerance accounting’’ has stepped into 
our thoughtful and progressive organiza- 
tion, stopping huge quantities of waste- 
ful and useless clerical work. 

This forward step consists of rounding 
out to the nearest dollar as soon as the 
numbers reach the books of original 
entry, coupled in some cases with ignor- 
ing the pennies in the detail and dealing 
with them en masse at the close of the 
particular accounting operations, keeping 
all recording within predetermined toler- 
ances. 

If all transactions of less than a thou- 
sand dollars were recorded in dollars 
only, more than half of the work of writ- 
ing down the numbers, posting them, cat- 
aloguing them, analyzing and re-analyz- 
ing them and finally sinking them would 
be abandoned, with no loss of value any- 
where in the cycle. To write down 
$372.92 requires six pencil strokes be- 
sides the dollar mark; to write down 
$373 requires but three; $2.92 takes four 
strokes, $3 but one. 

The recording, distribution and con- 
trol of our intricate international pas- 
senger tickets and cargo air waybills pre- 
sent one of the most impressive problems 
in modern accounting, especially since a 
high percentage represents documenta- 
tion necessary for the actual collection of 
cash. Application of controlled tolerance 
accounting saves 50 million key-punch 
strokes each year in this area alone, with 
continued and collateral greater savings 
all the way down the river of processing 
the basic documents. 

Introduction of controlled tolerance ac- 
counting in industry requires progressive 
executive thinking, intelligent planning, 
discarding of obsolete time-honored and 
hidebound pinpointing, and enthusiastic 
acceptance by the accounting staff. This 
unity of effort cannot fail to prosper in 
handsome reductions in clerical cost and 
improvements in speed and efficiency of 
the accounting mechanisms. 
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*OPPORTUNITIES« 


EMPLOYMENT * SERVICES * MISCELLANEOUS 


RATES: $5.00 per inch or fraction thereof each 
insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for box 
number. Closing date 10th of preceding month. 


Address box number replies to THE CON- 
TROLLER, Two Park Avenue, New York 16, 
N. Y. Replies will be forwarded. 





SITUATIONS WANTED 





CONTROLLER 

Assistant, Divisional or Plant 
Broad accounting, cost control, administrative 
background national multiplant manufacturer 
industrial, government and consumer product. 
Nine years divisional controller top account- 
ing responsibility, five years government con- 
tract administrator, two years production 
management. Growth training available me- 
dium-sized organization. Can relocate. Box 
2432. 


CONTROLLER-TREASURER 


Qualified financial and control executive with 
diversified experience in nationally known mul- 
tiplant, multicorporate organizations. Thirties; 
degree and CPA. Extensive background in- 
cludes experience in all phases of corporate 
accounting and finance. Budgets and budgetary 
controls. Systems and procedures. IBM/EDP. 
Financial and management planning and con- 
trol; administration. Organizational planning. 
Management reports. Audits, taxes, production 
and material control. Credits. Government con- 
tracts. Usual secretary-treasurer functions. Mem- 
ber CIA. Resume. Will relocate. Box 2443. 


CREDIT-OFFICE MANAGER 


Extensive experience in all areas of the credit 
office management functions; proven adminis- 
trator with grounding in the areas of tabulat- 
ing, accounting, sales and services and customer 
contact work. College training, supplemented 
by a well-rounded diversified background. Re- 
sume available. Box 2444. 


MANAGEMENT TEAM 
SHIRT-SLEEVE CONTROLLER 
B.B.A., 15 years’ industrial experience. Seeks 
growth situation with potential commensu- 
rate with contribution to net profit perform- 

ance. Box 2456. 


CONTROLLER 
ASSISTANT CONTROLLER 
Fifteen years’ heavy experience in high-level 
management surveys, acquisitions, reorgani- 
zations, profit planning, costs, audit, systems, 
and all phases of corporate accounting and 





MISCELLANEOUS 





BACK ISSUES OFFERED 


Would you like to obtain a complete file of 
THE CONTROLLER dating from September 
1956? Joe B. Cook of Box 1403, Houston 1, 
Texas, must dispose of his set covering this 
period and offers it to the first person who asks. 





NOTE: THE CONTROLLER reserves the right to ac- 
cept, reject or censor classified copy and takes no re- 
sponsibility for the people contacted through this col- 
umn nor does it guarantee any item bought or sold. 
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finance. Age 39, CPA, B.S. degree, Box 2457. | 





Making Reports Truly Current 


(Continued from page 274) 


prove advisable to have parallel reports 
or a trial run for several months to work 
the kinks out of it. 

When the new system is completed it 
is the responsibility of the Controller's 
Department to have a complete inventory 
of every authorized report, identified 
under a central code. The controller will 
be responsible to ensure that: 


1. Reports are properly understood and 
are being used. 

2. Reports which have outlived their 
usefulness are cancelled. 

3. Any suggestions for improvement 
are considered. 

4. Requests for new reports will be in- 
vestigated, and, when deemed necessary, 
designed and installed. 


After goals have been established and 
a new system of reporting built, there is 
a continuing job of analysis and interpre- 
tation. This is usually performed by a 
staff of specialists divorced from routine 
accounting. By reporting budget vari- 
ances, this staff can direct the attention of 
top management quickly to those areas 
which are out of line and require action. 
Top management is thereby freed from 
reading massive detail. Comments on 
operation usually contain sufficient ex- 
planation to satisfy management as to the 
reasons for major variances from the 
budget. When further information is re- 
quired, special reports are requested from 
the operating unit. This is known as 
“management by. exception” and its suc- 
cess depends largely on how thoroughly 
the bode is reviewed at the beginning 
of the year. 


PROTECTIVE CONTROL 

A further technique, which I call 
“protective control,’ is now possible 
where a well-defined financial plan has 
been developed. The manager of a di- 
vision can free himself from worry and 
detail by setting control limits and having 
his subordinates advise him the moment 
the control limits are broken, e.g., when 
product quality falls below a critical 
point; when shift production fails to meet 
quota and so forth. Every supervisory 
level of management is free to pa pro- 
tective controls by employing an intel- 


ligent system of alarms to warn when 
actual operating results vary from planned 
achievements. The management by ex. 
ception and the protective control tech. 
nique have done much to sell accountin 
to line personnel. They bring accounting 
from an historical basis to a current basis 
by providing the user with effective con. 
trols. 


OTHER FIELDS OF REPORTING 

Space has precluded full coverage of 
the wide field of reporting; for example, 
I have not dealt with special reports par. 
ticularly in the field of finance—the 
capital expenditure budget; break-even 
charts; return on investment reports; 
calculation of cash flow; reports on sur- 
plus funds and their utilization; and the 
need to develop trend data for key items 
which may otherwise be obscured. 

Similarly much could be said about the 
exciting field of what I term “external 
reporting’’—charting the moves of your 
competition, the controller's responsibility 
to inform top management of changes 
within the industry or within govem- 
ment policies which might affect his 
company. 


CONCLUSION 

The content, frequency and timing of 
reports is dependent upon the level of 
management reported to and upon what 
can be done with the information. In 
reorganizing the reporting function, we 
must observe five fundamental principles; 


1. A climate of receptivity must be 
established ; 

2. Reporting must follow lines of te- 
sponsibility ; 

3. Management at all levels must clar- 
ify its needs (since different levels te- 
quire different data to perform different 
functions) ; 

4. The operator must participate in 
supplying information and in establishing 
standards; and 

5. Reporting should be directed at the 
lowest possible level compatible with au- 
thority to act. 


The effective application of these prin- 
ciples will reduce or eliminate common 
shortcomings. It will produce an efficient 
system that will motivate management at 
all levels to make more profitable de- 
cisions. 


CHANGING YOUR ADDRESS? 


Notice of change of address for THE CONTROLLER 
should be received in the editorial offices of THE CONTROL- 
LER, Two Park Avenue, New York 16, N. Y., before the 
first of the month to affect the following month’s issue. For 
instance, if you desire the address changed for your August 
issue, we should be notified of your new address before 
July 1. Be sure to include your postal zone as well as your 


old and new address. 
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